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SECURITIES ACT 





SECURITIES ACT OF 1933 
Rel. No. 5415/August 20, 1973 


FOREIGN RESTRICTED LIST 


Information has come to the attention of the Commission 
that a company named Prestige Finance Corporation Lim- 
ited of Nassau in the Bahamas is mailing solicitations to 
brokers and dealers in various parts of the United States. 
This contains a proposal, and a contract to be signed, 
indicating that Prestige secretly will pay the broker or 
dealer 15 percent of all funds the broker or dealer is able 
to persuade its customers to invest in shares of stock of 
corporations recommended for investment by Prestige. 


This solicitation is accompanied by a prospectus offering 
shares in the first company currently to be recommended 
by Prestige. This is International Communications Corpo- 
ration, said to be incorporated in the Cayman Islands, in 
British West Indies. On the front cover of the prospectus 
it is prominently stated: ‘Projected Dividends $1,900 
yearly for each $100 investment.” This is reiterated inside 
the prospectus, after some brief financial figures, in the 
following words: ‘‘Projected Dividends. A gross profit of 
$19,623,300 will mean a dividend of $19 for each of one 
million shares, or $1,900 for each 100 shares.” 


The business proposed to be undertaken to enable pay- 
ment of the promised dividends of 1,900 percent per 

year is the publication of a directory of the telex num- 
bers of all subscribers, wherever located, to the telex com- 
munication system. 


Since shares of stock of International Communications 
Corporation are not registered with the Commission under 
the Securities Act of 1933, these offers are in violation of 
Section 5 of that Act. Therefore the Commission has 
added International Communications Corporation, also 
referred to as “ICC Project,”’ a British West Indies corpo- 
ration, to the Foreign Restricted List. This is a list of cor- 
porations whose shares are being offered in the United 
States in violation of Section 5 of the Securities Act of 
1933. 


Anyone obtaining additional information with respect to 
Prestige Finance Corporation or International Communica- 
tions Corporation is requested to forward it as soon as 
possible to Larry B. Grimes, Branch Chief, Division of 
Enforcement, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 





SECURITIES ACT OF 1933 

Rel. No. 5416/August 24, 1973 
SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10363/August 24, 1973 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18067/August 24, 1973 

INVESTMENT COMPANY ACT OF 1940 

Rel. No. 7955/August 24, 1973 

ACCOUNTING SERIES 

Rel. No. 146/August 24, 1973 


Effect of Treasury Stock Transactions on Accounting 
for Business Combinations 


In August 1970 the Accounting Principles Board (APB) 

of the American Institute of Certified Public Accountants 
(AICPA) issued Opinion No. 16, “Business Combinations,” 
which identifies certain conditions which must be present 
(or in some cases absent) if a business combination is to 
be accounted for as a pooling of interests. Two of these 
conditions, which are set forth in paragraphs 47-c and 
47-d, include provisions related to the reacquisition of 
voting common stock within two years prior to initiation 
and between initiation and consummation of a business 
combination which is planned to be accounted for by the 
pooling-of-interests method. The Commission has observed 
that these provisions have been subject to varying inter- 
pretations in practice, and has concluded that certain of 
these interpretations are not compatible with concepts 
underlying the Opinion. Accordingly, this release sets 
forth the Commission’s conclusions as to certain problems 
relating to the effect of treasury stock transactions on 
accounting for business combinations. 


When cash or other assets are used or liabilities are in- 
curred to effect a business combination, APB Opinion 
No. 16 concludes that the combination should be ac- 
counted for as a purchase. This concept might be circum- 
vented if cash or other assets were used or liabilities were 
incurred to reacquire common shares and common shares 
were then exchanged to consummate the combination. 
Therefore, for the pooling-of-interest method to apply, 
paragraph 47-c of the Opinion requires that ‘‘none of the 
combining companies changes the equity interest of the 
voting common stock in contemplation of effecting the 
combination either within two years before the plan of 
combination is initiated or between the dates the combi- 
nation is initiated and consummated; ... . ” Further, 
paragraph 47-d stipulates that “each of the combining 
companies [may reacquire] shares of voting common 
stock only for purposes other than business combina- 
mae. 


In some cases it is difficult to determine the purposes of 
treasury stock acquisitions. An AICPA Accounting Inter- 
pretation of Opinion No. 16 (No. 20 issued September 
1971) states: “In the absence of persuasive evidence to 
the contrary, however, it should be presumed that all 
acquisitions of treasury stock during the two years pre- 
ceding the date a plan of combination is initiated (or 
from October 31, 1970 to the date of initiation if that 
period is less than two years) and between initiation and 
consummation were made in contemplation of effecting 
business combinations to be accounted for as a pooling of 
interests. Thus, lacking such evidence, this combination 
would be accounted for by the purchase method regard- 
less of whether treasury stock or unissued shares or both 
are issued in the combination.” The Commission believes 
that this presumption and conclusion should be followed. 
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In determining the purp@ses of treasury stock acquisitions, 
it is ordinarily appropriate to focus on the intended sub- 
sequent distributicg of common shares rather than on the 
business reasons for acquiring treasury shares. For ex- 
ample, shares may be reacquired because management be- 
lieves the company is overcapitalized or considers that 
“the price is right,”” but such reasons do not overcome 
the presumption that they were acquired in contemplation 
of effecting business combinations to be accounted for as 
poolings of interests. On the other hand, the presumption 
may be overcome when shares are acquired for a specific 
use unrelated to business combinations such as stock 
option or purchase plans or stock dividends, are associated 
with a combination accounted for as a purchase, or are 


acquired to resolve an existing contingent share agreement. 


However, the mere assertion that common shares are re- 
acquired for such purposes, even where the assertion is 
formalized by action of the board of directors reserving 
the treasury shares, does not provide persuasive evidence 
that they were not reacquired in contemplation of pool- 
ing-of-interests combinations. If-a resolution of the board 
of Directors or other statement of intent were sufficient 
to provide persuasive contrary evidence, the restrictions 
on treasury stock acquisitions would be totally ineffective. 
Accordingly, while a board resolution made prior to ac- 
quisition of treasury shares may be useful evidence as to 
corporate intent, reference also must be made to the 
actual or probable issuance of shares for purposes un- 
related to pooling-of-interests business combinations. 


When treasury shares are acquired during a period begin- 
ning two years prior to initiation and ending at the date 
of consummation of a business combination to be ac- 
counted for as a pooling of interests (hereinafter referred 
to as the “restricted period’’) the issuance of an equiva- 
lent number of shares prior to the date of consummation 
would generally provide persuasive evidence that the 
treasury shares were not acquired in contemplation of 
the combination. The shares issued may be ‘treasury 
shares or previously unissued shares since, with regard to 
the equity interests of the common shareholders, there is 
no substantive difference between the two. Thus, a com- 
pany might “cure” a condition which would preclude 
pooling-of-interests accounting by selling common shares 
prior to consummation of the combination. The “cure”’ 
could not be effected by merely retiring treasury shares. 


Paragraph 47-d of APB Opinion No. 16 includes the state- 
ment that “treasury stock acquired for purposes other 
than business combinations includes shares for stock 
option and compensation plans and other recurring distri- 
butions provided a systematic pattern of reacquisitions is 
established at least two years before the plan of combina- 
tion is initiated.” Further, ‘a systematic pattern of reac- 
quisitions may be established for less than two years if it 
coincides with the adoption of a new stock option or 
compensation plan.” In AICPA Accounting Interpretation 
No. 20 of Opinion No. 16, no reference is made to a sys- 
tematic pattern of reacquisition, and some accountants 


have asserted that this test has been effectively superseded. 


The Commission does not accept this assertion. Accord- 
ingly, the Commission concludes that treasury shares 
acquired in the restricted period for recurring distributions 
should be considered ‘‘tainted’”’ unless they are acquired 
in a systematic pattern of reacquisitions established at 
least two years before the plan of combination is initiated 
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(or coincidentally with the adoption of a new stock 
option or compensation plan) and there is reasonable 
expectation that shares will be issued for such purposes. 


A systematic pattern of reacquisitions might be demon- 
strated by the reacquisition of a specified number of 
shares in successive time periods, e.g., 1,000 shares per 
month. A systematic pattern might also be demonstrated 
where, pursuant to a formal reacquisition plan, shares are 
acquired based on specified criteria such as the market 
price of the stock and cash availability. The criteria of the 
reacquisition plan must be sufficiently explicit so that the 
pattern of reacquisitions may be objectively compared to 
the plan. Unanticipated interruptions caused by legal con- 
straints on a company’s ability to reacquire shares would 
not upset an otherwise systematic pattern of reacquisi- 
tions. , 


The determination of whether there is reasonable expecta- 
tion that shares will be issued for the stated purposes of 
acquiring the shares is a matter of judgment. Generally, 
there would appear to be such reasonable expectation 
where the following circumstances exist at the time a 
reacquisition plan is adopted or shares are reacquired: 


1. As to stock option plans, warrants or convertible secu- 
rities, the quoted price of the common shares is not less 
than 75 percent of the exercise or conversion price. 


2. As to stock purchase or bonus plans or stock dividends, 
either (a) shares are reacquired to fulfill existing commit- 
ments or dividends declared or (b) based on a pattern of 
issuing shares for such purposes in the prior two years, 
the shares are reacquired to fulfill anticipated require- 
ments in the succeeding year. 


A systematic pattern of reacquisitions test would not 
apply to treasury shares acquired for issuance in a specific 
“purchase” business combination or to resolve an existing 
contingent share agreement from a prior business combi- 
nation, as these issuances would not be regarded as re- 
curring distributions. Thus, shares acquired and reserved 
for these purposes at the date a pooling-of-interests busi- 
ness combination is consummated would not be regarded 
as “‘tainted’’ when, based on current negotiations, present- 
ly existing earnings levels or market price of shares, etc., 
there is reasonable expectation that shares will be issued 
for the stated purposes. 


APB Opinion No. 16 does not discuss treasury share 
acquisitions subsequent to consummation of a business 
combination. In specific fact situations, subsequent reac- 
quisitions may be so closely related to the prior combina- 
tion that they should be considered part of the combina- 
tion plan. Thus, significant reacquisitions closely follow- 
ing a combination which otherwise qualifies as a pooling 
of interests may invalidate the applicability of that 
method. Conversely, significant reacquisitions fo]lowing 

a combination accounted for as a purchase might be 
associated with that purchase and would not adversely 
affect subsequent pooling combinations. 


Because of the varying interpretations which have existed 
in practice, and the confusion which restated financial 
statements may cause to investors, the Commission has 
concluded that the accounting for business combinations 


which were completed prior to the issuance of this release 
should not be revised. The interpretation set forth herein 

should be applied to all subsequent business combinations 
even though shares issued in these combinations may have 
been reacquired prior to the date of this release. 


By the Commission. 


Ronald F. Hunt 
Secretary 
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SECURITIES EXCHANGE ACT: OF 1934 
Rel. No. 10350/August 20, 1973 


Admin. Proc. File No. 3-4158 
In the Matter of 


T. C. HORNE & CO., INC. 
Boston, Massachusetts 
(8-14675) 


THOMAS C. HORNE 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, T. C. Horne & Co., Inc., a registered 
broker-dealer, failed to file an answer as required by the 
order for proceedings. Rule 7(e) of the Commission's 
Rules of Practice provides that upon such failure a re- 
spondent shall be deemed in default and the proceedings 
may be determined against it upon consideration of the 
order for proceedings, the allegations of which may be 
deemed true as to it. 1 


Also in these proceedings, Thomas C. Horne, formerly 
registrant's president, has filed a stipulation and consent. 
Solely for the purpose of these proceedings and without 
admitting or denying the allegations in the order for pro- 
ceedings, Horne consented to findings of violations as 
alleged in that order and to the entry of an order barring 
him from association with any broker-dealer, investment 
adviser or registered investment company. 


On the basis of the order for proceedings, registrant's de- 
fault and Horne’s consent, it is found that during the 
period from on or about December 1, 1969, to May 4, 
1970, registrant willfully violated and Horne willfully 
aided and abetted in violations of: 


1. Sections 15(b)(5)(A) and 17(a) of the Exchange Act 
and Rule 17a-3 thereunder in that registrant submitted a 
false trial balance and report, and failed to make and 
keep accurate and current certain books and records; 


2. Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder in that registrant effected and attempted to 
induce the purchase and sale of securities when it 
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did not have the required net capital; and 


3. Section 17(a) of the Securities Act and Section 10(b} 
of the Exchange Act and Rule 10b-5 thereunder in that 
registrant impliedly represented to customers thai it was 
able to conduct business when in jact it was unable to 
consummate purchase and sell orders. 


In view of the foregoing, it is in the public interest to 
revoke the broker-dealer registration of T. C. Horne & 
Co., Inc. and to impose the sanctions specified in Thomas 
C. Horne’s stipulation and consent. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of T. C. Horne & Co., Inc. be, and it 
hereby is, revoked, and that Thomas C. Horne be, and he 
hereby is, barred from association with any broker, dealer 
investment adviser or registered investment company 


For the Commission, by the Office of Opinions and Re 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


Registrant has been adjudicated a bankrupt; the trustee 
in bankruptcy has stated that he does not intend to 
answer the order for proceedings and does not oppose 
revocation of registrant’s broker-dealer registration. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10351/August 20, 1973 


NOTICE OF EXTENSION OR DEADLINE FOR 
PUBLIC COMMENTS ON THE NATIONAL 
ASSOCIATION OF SECURITIES DEALERS, 
INC. (“NASD’’) PROPOSED TAX SHELTER 
RULES (File No. 4-168) 


The Securities and Exchange Commission has extended 
from August 15, 1973 until September 15, 1973 the 
deadline by which interested persons may comment on 
the Commission's Exchange Act Release No. 10260, 1 
concerning proposed rules being considered by the NASD 
which would establish a system of regulation in connec- 
tion with the distribution by NASD members of securities 
of tax sheltered programs. 


The Commission has received several requests for such an 
extension and has determined to extend the deadline in 
view of the significance of the relevant issues and its 
desire to afford sufficient time for all interested persons 
to respond, 


By the Commission. 
Ronald F. Hunt 
Secretary 


1This Release was published on July 2, 1973. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10352/August 20, 1973 


The Securities and Exchange Commission announced to- 
day the ‘ssuance of an order for public proceedings 
against First Hudson Securities Corporation (First Hudson} 
and Michaei J. Harte (Harte) based on staff allegations 
that First tudson violated and Harte aided and abetted 
violations of the broker-dealer registration, record keer- 
ing, and reporting orovisions of the Securities Exchange 
Act of 1934 


First Hudson is located at 41 State Street, Albany, New 
York, Hares last known residence is Delmar, New York. 


A hearing wiii se scheduled by further order to take evi- 
dence on the staff's allegations and to afford the respond 
ents an oprortunity to offer any defenses thereto, for the 
purpose of determining whether the allegations are true, 
and if so, wnether any action of a remedial nature should 
be ordered hy the Commission. 





SECURIT!ES EXCHANGE ACT OF 1934 
Rel. No. 10353/August 21, 1973 


Orders have veen issued granting applications of the fol 
lowing excnanges to strike from listing and registration 
the common stocks of the specified companies for the 
reasons givan be'ow: 


(a) Detro;t Stock Exchange 
Chamberlin Company of America, Inc. - 
Chamberiin requested the delisting. 


(b) Pacific Stack Exchange 

Ets-Hokin Corporation - 

The company failed to comply with the periodic re 
porting provisions of the listing agreement. 


(c) Spokane Stock Exchange 
Elkhorn Mining Company - 
Elkhorn requested the delisting. 


All delistings are effective at the opening of business on 
August 20, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10354/August 23, 1973 


Admin. Proc. File No. 3-3515 

In the Matter of 

BERNARD E. RAND 

566 Hanna Building 

Cleveland, Ohio 

BAR ORDER 

Bernard E. Rand, chairman of the board and an officer 


of Comcorp., Inc. and a respondent in these proceedings 
pursuant to Sections 15(b), 15A and 19(a)(3) of the 
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Securities Exchange Act, has submitted an ofter o1 settle- 
ment. Under the terms of the offer, respondent, solely 
for the purpose of this and any other proceeding pur- 
suant to the above sections and without admitting or 
denying the allegations in the order for proceedings, has 
consented to the entry of an order barring him trom 
association with any broker or dealer, providec that such 
order will not preclude him from applying tc the Com- 
mission for permission to become associated with a brok-: 
er-dealer in the future. In connection with his offer, re- 
spondent represented that he has not been associated 
with a broker or dealer. 


The order tor proceedings alleged that during April 15- 
30, 1970 respondent violated Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in connection with 
a plan to maintain the price of Comcorp stock. In partic- 
ular it was alleged that respondent, through a brokerage 
account opened in the name of another person who was 
given a guarantee against loss, purchased over 13,000 
Comcorp shares at prices not reasonably related to the 
actual supply of and demand for such security while the 
broker dominated the market for the stock 


On its staff’s recommendation, the Commission determined 
to accept the offer. 


Accordingly, 1T 1S ORDERED that, as provided above, 
Bernard E. Rand be, and he hereby is, barred from 
association with any broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10355/August 23, 1973 


The Securities and Exchange Commission has instituted 
public administrative proceedings under the Securities 
Exchange Act of 1934 against Moore, Kellogg and Sparks, 
Inc. (registrant) of Omaha, Nebraska. Also named as re- 
spondents are Roland S. Moore, Donald W. Sparks, Ken- 
neth H. Kellogg, Elary Rinehart, Edward J. Serpan, C. 
Michael Holt, Kermit O. Pearson, Herbert L. Heckman, 
Melvin L. Trebold, Van J. Vopat, W. Clinton Myers, and 
Ellis Friend, all of whom are either former or current 
officers or salesmen of registrant. 


The proceedings are based upon allegations of the Com- 
mission’s staff that at various times from on or about 
March 24, 1972 to on or about August 24, 1972 all of 
the respondents wilfully violated and aided and abetted 
violations of the registration and anti-fraud provisions of 
the Federal securities laws in the offer and sale of notes 
and mortgages of New Life Trust, Inc., Corona de Tucson, 
Inc. and Arizona-Florida Equities Corporation. The pro- 
ceedings are also based on the entry of an order on 
March 26, 1973, permanently enjoining the respondents 
from violating the said registration and anti-fraud provi- 
sions, by the United States District Court for the District 
of Nebraska. 


A hearing wili be scheduled by further order to take evi- 
dence on the staft charges and afford the respondents an 
Opportunity to offer any defense thereto, for the purpose 
of determining whetiver the allegations are true and, if so, 
whether any action of a remedial nature is necessary or 
appropriate in tne pubiic interest. 


By the Commission 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10356/August 22, 1973 


The Securities and Exchange Commission announced that 
the suspension of the over-the-counter trading in the com- 
mon stock of Textured Products, Inc. (‘Textured’), 
located in Mount Vernon, New York, will terminate at 
midnight (EDT) on August 22, 1973. 


The Commission originally suspended trading in Textured 
common stock for the ten-day period commencing on 
February 13, 1973 and terminating on February 22, 1973 
because it appeared that false and misleading statements 
were being made in connection with the solicitation of 
purchases of Textured securities pursuant to the initial 
underwritten distribution and in connection with trans- 
actions in the after-market following completion of such 
distribution. Subsequent to completion of the distribu- 
tion, the underwriter for the offering, Morgan Kennedy 
and Co., Inc. (“Morgan Kennedy”) was enjoined from 
further violations of the net capital and other provisions 
of the Securities Exchange Act of 1934 and a trustee was 
appointed to liquidate the firm’s business pursuant to the 
Securities Investor Protection Act of 1970. 


On March 26, 1973, trading was again suspended because 
of questions raised relating to whether the public offering 
of Textured’s stock was made in accordance with the plan 
of distribution stated in the company’s registration state- 
ment. In addition, Morgan Kennedy’s failure to deliver out 
large blocks of Textured’s securities prior to the appoint- 
ment of the trustee sharply restricted the amount of 
Textured’s stock available for public trading. 


It further appears that the common stock of Textured 
may not have been the subject of a bona fide public 
offering. The apparent failure to make an appropriate 
distribution and Morgan Kennedy’s failure to deliver out 
large blocks of Textured stock resulted in the shares being 
concentrated in the hands of a small number of holders. 
In consequence, the price of Textured’s securities may be 
subject to erratic price movement unrelated to genuine 
market factors of supply and demand. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
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Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 
Securities and Exchange Commission, Division of Enforce- 


ment in Washington, D.C. If any broker or dealer is uncer- 


tain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 


which is in violation of said rule, the Commission will con- 


sider the need for prompt enforcement action. 


For additional information see Securities Exchange Act 
Release Nos. 10004, 10062 and Litigation Release No. 
5898. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10357/August 23, 1973 


The Securities and Exchange Commission has ordered 
public proceedings under the Securities Exchange Act of 
1934 against Lyle Charles Fisher d/b/a L. C. Fisher Com- 
pany, a Sheffield, Alabama securities broker and dealer. 


The proceedings are based upon allegations of the Com- 
mission’s staff that Fisher violated the broker-dealer regis- 
tration provisions of the Act in engaging in the securities 
business without being registered as a broker-dealer in 
accordance with the Act. 


The Commission’s order postpones for 15 days the effec- 
tive date of Fisher’s pending application for registration 
as a broker-dealer and sets a hearing on September 5, 
1973, to determine whether his application should be 
further postponed pending a hearing on the question of 
denial of registration. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10358/August 23, 1973 


Admin. Proc. File No. 3-4233 
In the Matter of 


RAY K. RABIN 
6640 S.W. Capitol 
Portland, Oregon 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


Ray K. Rabin, formerly an account executive with a reg- 
istered broker-dealer (‘‘registrant’’) and a respondent in 
these proceedings pursuant to Sections 15(b), 15A and 
19(a)(3) of the Securities Exchange Act, has submitted 
an offer of settlement. Without admitting or denying the 
allegations of the order for proceedings, respondent con- 
sents to findings of violations as alleged in that order 
and to the imposition of specified remedial sanctions. 
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On the recommendation of its staff, the Commission 
determined to accept the offer. 








On the basis of the order for proceedings and respond- 
ent’s consent it is found that at various times during the 
period from about January 1 to September 30, 1969 re- 
spondent willfully violated and willfully aided and abetted 
violations of Sections 5(c) and 17(a) of the Securities Act 
and Section 10(b) of the Securities Exchange Act and 
Rule 10b-5 thereunder. In particular respondent offered 
to sell shares of the common stock of Chemtrust In- 
dustries (““CTI’’) when no registration statement had been 
filed as to said securities pursuant to the Securities Act 
and made misrepresentations concerning a prospective rise 
in the price and a split of the CTI stock, its listing on a 
national stock exchange, a prospective merger of another 
corporation with CTI, a comparison of the future market 
price of CTI stock with other stocks which recently rose 
dramatically, and registrant's efforts to sell CTI stock. 2 















In considering the public interest, it was noted that re- 
spondent recommended and effected purchases for cus- 
tomers in CTI stock prior to becoming a licensed account 
executive in August 1969 as required by the rules and 
regulations of the New York Stock Exchange and the 
National Association of Securities Dealers, Inc. and that 
he offered and sold CTI securities to residents of the 
State of Oregon when not licensed by that State. 





Respondent consents to the entry of an order suspending 
him from association with any broker or dealer for 1 
year on the condition that thereafter he may become 
reassociated with a broker or dealer in a supervised capac- 
ity upon an appropriate showing to the Commission that 
he will be adequately supervised. 





In view of the foregoing, it is appropriate in the public 
interest to impose the sanction specified in the offer of 
settlement. 


Accordingly, 1T 1S ORDERED that, as provided above, 
Ray K. Rabin be, and he hereby is, suspended from 
association with any broker or dealer for one year com- 
mencing the date of this order. 


For the Commission, by the Office of Opinians and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


TRespondent’s consent is solely for the purpose of these 
proceedings and any others pursuant to Sections 15(b), 
15A and 19(a)(3) of the Securities Exchange Act, Section 
10(b) of the Securities Investor Protection Act, Sections 1 
203(e) and 203(f) of the Investment Advisers Act, and 1 
Section 9(b) of the Investment Company Act. t 

t 
E 


2These findings bind only the captioned respondent and 
are not binding on any other respondent named in the 
order for proceedings. Jt 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10359/August 23, 1973 


Admin. Proc. File No. 3-4330 
In the Matter of 


GARY LEVENBERG 
3133 Brighton 7th Street 
Brooklyn, New York 


DONALD REISFELD 
1040 East 13th Street 
Brooklyn, New York 


JEROME SCHWARTZ 
252-44 58th Street 
Little Neck, New York 


FINDINGS AND ORDER BARRING 
ASSOCIATION WITH BROKER-DEALER 


In these proceedings under the Securities Exchange Act, 
Gary Levenberg, who was employed in the back office of 
Cohen Goren Equities, Inc. (“registrant’’), formerly a reg- 
istered broker-dealer, | and Donald Reisfeld and Jerome 
Schwartz, who were customers of registrant, failed to file 
answers as required by the order for proceedings served 
upon them. Rule 7(e) of the Commission’s Rules of Prac- 
tice provides that upon such a failure a respondent shall 
be deemed in default and the proceedings may be deter- 
mined against him upon consideration of the order for 
proceedings, the allegations of which may be deemed true 
as to him. 


Accordingly, on the basis of the allegations in the order 
for proceedings, it is found that: 


1. During the period from about May 24, 1972 to Febru- 
ary 14, 1973, respondents willfully violated Section 17(a) 
of the Securities Act and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder in connection with a reg- 
istered public offering of stock of Logos Development 
Corp. and trading in the stock thereafter. Registrant was 
underwriter for an offering of 125,000 shares of Logos 
stock at $10 per share pursuant to a registration state- 
ment effective May 24, 1972. Respondents participated 
in a fraudulent scheme in which a substantial number of 
those shares were withheld from public sale and placed in 
nominee accounts. Reisfeld and Schwartz failed to pay 
for Logos shares so placed in their accounts until such 
shares. were later sold in the after-market at artificially 
inflated prices. 


2. During the same period, Reisfeld and Schwartz will- 
fully aided and abetted violations of Section 7(c)(1) of 
the Exchange Act in that registrant failed to comply with 
the requirements governing the extension of credit to cus- 
tomers, as set forth in Regulation T promulgated by the 
Board of Governors of the Federal Reserve System. 


_ In view of the foregoing, it is in the public interest to bar 
respondents from association with any broker-dealer. 


Accordingly, 1T 1S ORDERED that Gary Levenberg, 
Donald Reisfeld and Jerome Schwartz be, and they 


hereby are, barred from being associated with any broker 
or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1Registrant’s broker-dealer registration was revoked pur- 
suant to an offer of settlement. Securities Exchange Act 
Release No. 10252 (June 28, 1973), 2 SEC Docket 70. 


2The findings herein are not binding upon any of the 
other respondents named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10360/August 23, 1973 


The Securities and Exchange Commission announced that 
the suspension of trading on national securities exchanges 
and over-the-counter in securities of Collins Radio Com- 
pany terminated at midnight (EDT), August 22, 1973. 


The suspension was initiated on August 16, 1973 at the 
joint request of the company and International Rockwell 
Corp., which is making a tender offer for the company’s 
common stock, to allow the company to make an 
announcement and to allow time for dissemination con- 
tained in the announcement. The Commission noted that 
on August 22, 1973, an announcement was issued indicat- 
ing that Collins’ earnings for fiscal year ended August 3, 
1973 were anticipated to be $12.6 million on sales of 
$350 million. The Commission also noted an announce- 
ment by International Rockwell Corp. that it had mailed 
to all shareholders of Collins an offer to purchase all of 
the outstanding common stock of Collins at $25.00 per 
share, which offer was accompanied by detailed informa- 
tion concerning the business and operations of Collins as 
well as historical and forecast information. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10361/August 23, 1973 


The Securities and Exchange Commission initiated the 
temporary suspension of over-the-counter trading in the 
securities of Petro Silver, Inc. (“Petro”) of Salt Lake City, 
Utah, pursuant to Section 15(c)(5) of the Securities Ex- 
change Act of 1934 (‘Exchange Act’’) for a ten-day peri- 
od commencing 1:15 a.m. (EDT) on August 23, 1973 and 
terminating at midnight (EDT) on September 1, 1973. 


The Commission initiated this trading suspension because 
Petro failed to comply with the reporting provisions of 
the Exchange Act resulting in the lack of current and 
accurate information available to the public. Petro has 
failed to file its 10-K annual report for the fiscal year 
ended March 31, 1973. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, following the termination of this trading 
suspension, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 
Securities and Exchange Commission, Division of Enforce- 
ment in Washington, D.C. If any broker or dealer is uncer- 
tain as to what is required by Rule 15c2-11, he should* 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10362/August 23, 1973 


In the Matter of 


SPOKANE STOCK EXCHANGE 
Spokane, Washington 99204, 


INTERMOUNTAIN STOCK EXCHANGE 
39 Exchange Place 
Salt Lake City, Utah 84111, 


CHICAGO BOARD OPTIONS EXCHANGE 
LaSalle at Jackson 
Chicago, Illinois 60604, 


QUOTRON SYSTEMS, INC. 

c/o O'Melveny & Meyers 

611 West Sixth Street 

Los Angeles, California 90017, 

GTE INFORMATION SYSTEMS, INC. 
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1 Stamford Forum 
Stamford, Connecticut 06904 


and 


BUNKER RAMO CORPORATION 
Trumbull Industrial Park 
Trumbull, Connecticut 06609 


File No. 23-1 


NOTICE OF SUPPLEMENTAL INFORMATION FILED 
WITH RESPECT TO APPLICATIONS PURSUANT TO 
PARAGRAPH (h) OF RULE 17a-15 FOR EXEMPTION 
FROM PROVISIONS OF RULE 17a-15 


Notice is hereby given that supplemental information has 
been filed by GTE Information Systems, Inc. and Bunker 
Ramo Corporation in support of their applications pur- 
suant to Paragraph (h) of Rule 17a-15 under the Securities 
Exchange Act of 1934 for exemptions from various provi- 
sions of Rule 17a-15. 1 Rule 17a-15 provides for the re- 
porting of volume and prices of completed transactions 
with respect to securities registered on exchanges. Para- 
graph (h) of Rule 17a-15 provides that the Commission 
may “exempt from the provisions of [the] Rule, either 
unconditionally or on specified terms and conditions, any 
exchange, Association, broker, dealer, vendor or specified 
type of security if [it] determines that it is not necessary 
in the public interest or for the protection of investors 
that such exchange, association, broker, dealer, vendor or 
type of security be subject to the provisions of [the] 
Rule.” The supplemental filings contain certain financial 
and other information relating to the appropriateness of 
the exemption requests. All interested persons are referred 
to the applications and supplements on file with the Com- 
mission for a statement of the representations contained 
therein. 


Notice is further given that any interested person may, 

not later than September 14, 1973, submit to the Com- 
mission written comments on the supplemental filings. 

Any such communication should refer to File No, 23-1 
and should be addressed: Secretary, Securities and Ex- 

change Commission, Washington, D.C. 20549. All com- 
ments will be available for public inspection. 


By the Commission. 
Ronald F. Hunt 
Secretary 


1Notice of the applications, including a summary of the 
representations contained therein, was given in Securities 
Exchange Act Release No. 10135 (May 4, 1973). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10363/August 24, 1973 


See Securities Act Release No. 5416/August 24, 1973 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18061/August 20, 1973 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30303 
(70-5370) 


NOTICE OF PROPOSED AGREEMENT WITH STATE 
AUTHORITY FOR CONSTRUCTION OF POLLUTION 
EQUIPMENT FINANCED BY SALE OF REVENUE 
BONDS 


NOTICE IS HEREBY GIVEN that Georgia Power Com- 
pany (“Georgia”), an electric utility subsidiary company 
of The Southern Company, a registered holding company, 
has filed an application-declaration with this Commission 
designating Sections 6, 7, 9(a), and 12(d) of the Public 
Utility Holding Company Act of 1935 (“‘Act’’), and Rules 
44(b)(3) and 50(a)(5) promulgated thereunder as applica- 
ble to the proposed transactions. All interested persons 
are referred to the application-declaration, which is sum- 
marized below, for a complete statement of the proposed 
transaction. 


Georgia states that in order to comply with prescribed air 
and water quality control standards of the State of 
Georgia it has been and will be necessary to construct cer- 
tain pollution control facilities. By resolution of Septem- 
ber 22, 1972, the Development Authority of Bartow 
County, Georgia (‘‘Authority’’), authorized a proposal to 
the Company to provide pollution control facilities 
(“Project’’) for Units Nos. 2, 3, and 4 of Georgia’s Bowen 
electric generating plant located in Bartow County. 


Georgia proposes to enter into an agreement of sale 
(“Agreement”) with the Authority whereby the Authority 
will construct and equip the Project. To finance construc- 
tion, the Authority will issue, pursuant to an indenture 
(‘Indenture’) to be entered into between the Authority 
and an indenture trustee (‘Trustee’), pollution control 
revenue bonds (“Revenue Bonds’’) in a principal amount 
presently estimated not to exceed $41,000,000. The pro- 
ceeds from the sale of the Revenue Bonds will be de- 
posited by the Authority with the Trustee and will be 
applied to the payment of the cost of construction (as 
defined in the Agreement) of the Project. Under the 
Agreement, Georgia will complete construction of the 
Project; to the extent, if any, that the proceeds from the 
sale of the Revenue Bonds are insufficient to complete 
construction, Georgia will supply the deficiency. 


The Agreement also will provide for the sale of, the Proj- 
ect to Georgia at a price payable in semi-annual install- 
ments over a period of 30 years sufficient to pay the 
principal of and interest on the Revenue Bonds as they 
become due and payable. The Agreement further provides 
that Georgia may prepay the purchase price (a) at any 
time on or after 10 years from the date of issuance of the 
Revenue Bonds in whole or in part at the option of 
Georgia, such payments to be sufficient to redeem or pur- 


chase outstanding Revenue Bonds, including applicable 
premiums, and (b) in whole, without premium, at the 
option of Georgia, in certain other specified contin- 
gencies. 


In order to obtain the benefit of a rating for the Revenue 
Bonds equivalent to the rating enjoyed by the first mort- 
gage bonds outstanding under Georgia’s bond indenture 
(“Mortgage”), Georgia proposes to issue a series of such 
first mortgage bonds (“Collateral Bonds’’) under the Mort- 
gage, pursuant to a supplemental indenture (‘’Supple- 
mental Mortgage”). The Collateral Bonds, to be issued in 
a principal amount (not exceeding $41,000,000) equal to 
the principal amount of the Revenue Bonds, will be de- 
posited with the Trustee as security for Georgia’s obliga- 
tions under the Agreement. The Collateral Bonds will 
have a stated interest rate equal to the interest rate per 
annum to be borne by the Revenue Bonds, will mature 
on the maturity date of such Revenue Bonds, and will be 
non-transferable. The Supplemental Mortgage will provide, 
however, that until the Trustee shall have demanded man- 
datory redemption of the Collateral Bonds, no interest in 
respect of the Collateral Bonds shall accrue or become 
payable, but that upon accelerations by the Trustee of 
payments under the Agreement, he may demand the man- 
datory redemption of the Collateral Bonds at a price 
equal to the principal amount thereof plus accrued inter- 
est, if any, to the date fixed for redemption. 


The Indenture will provide that, upon deposit of funds 
with or direction to the Trustee by Georgia to apply avail- 
able funds, or upon delivery of outstanding Revenue 
Bonds sufficient to pay or redeem all or any part of the 
Revenue Bonds, the Trustee will be obligated to deliver 

to Georgia Collateral Bonds in an aggregate principal 
amount equal to that amount of Revenue Bonds for the 
payment or redemption of which such funds have been 
deposited or applied or which shall have been so delivered. 


In order to comply with applicable statutes of the State 
of Georgia, it will be necessary for Georgia to sell to the 
Authority such portions of the Project which have been 
constructed and are now owned by Georgia (“Existing 
Facilities’), relating principally to Unit No. 2 of the 
Bowen plant which is now in operation. The Agreement 
states that Georgia will receive, out of the proceeds of 

the Revenue Bonds, an amount equal to Georgia’s original 
cost (approximately $30,592,000 as of June 30, 1973) for 
the Existing Facilities at the time of the sale. The Existing 
Facilities will become a part of the Project which Georgia 
proposes to purchase as provided in the Agreement. The 
proceeds to be received by Georgia for the Existing Facil- 
ities will be applied initially to obtain their release from 
the lien of the Mortgage, but may be withdrawn by 
Georgia in accordance with applicable provisions of the 
Mortgage. 


It is contemplated that the Revenue Bonds will be sold 
by the Authority pursuant to arrangements with a group 
of underwriters represented by Blyth Eastman Dillon & 
Co. Incorporated and The First Boston Corporation. In 
accordance with the laws of the State of Georgia, the 
interest rate to be borne by the Revenue Bonds will be 
fixed by the board of directors of the Authority. While 
Georgia will not be a party to the underwriting arrange- 
ment for the Revenue Bonds, the Agreement will provide 
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that the terms of the Revenue Bonds and their sale by 
the Authority shall be satisfactory to Georgia. Application 
has been made on behalf of Georgia and the Authority to 
the Internal Revenue Service for its ruling that interest on 
the Revenue Bonds will be exempt from Federal income 
taxation, and the transactions proposed are contingent 
upon receipt of a favorable ruling to such effect. The pro- 
posed method of financing the Project will be pursued to 
the extent permissable under such ruling. 


The management of Georgia believes the acceptance of 
the Authority’s proposal and the consummation of the 
transactions herein proposed to be in the best interest of 
Georgia’s consumers and investors and consistent with 
sound and prudent financial policy. Georgia has been ad- 
vised that the annual interest rate on obligations, interest 
on which is tax exempt, historically have been and can 
be expected at the time of issue of the Revenue Bonds 
to be, 1-1/2% to 2-1/2% lower than the rates on obliga- 
tions of like tenor and comparable quality, interest on 
which is fully subject to Federal income tax. 


The application-declaration states that the fees incident 

to the proposed disposition of the Existing Facilities and 
the acquisition of the Project (as distinguished from and 
excluding fees and expenses incident to the sale of the 
Revenue Bonds by the Authority payable out of the pro- 
ceeds of such sale) are estimated to be $76,500, including 
legal fees of $20,000 and trustee fees of $15,500. It is 
stated that the issuance of the Collateral Bonds is subject 
to the jurisdiction of the Georgia Public Service Commis- 
sion, and that no other State commission and no Federal 
commission, other than this Commission, has jurisdiction 
in respect thereof. Georgia states further that the competi- 
tive bidding requirements of Rule 50 in respect of the 
issuance of the Collateral Bonds are inappropriate under 
the circumstances described herein, inasmuch as the Col- 
lateral Bonds are to be issued and pledged solely to secure 


Georgia’s obligations to the Authority and no public offer- 


ing of the Collateral Bonds is to be made. It is stated that 
no other aspect of the proposed transactions is subject to 
the jurisdiction of any State commission or Federal com- 

mission, other than this Commission. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 11, 1973, request in writ- 
ing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said application-declara- 
tion which he desires to controvert; or he may request 


that he be notified if the Commission should order a hear- 


ing thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the applicant-declarant at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
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appropriate. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18062/August 21, 1973 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


IROQUOIS GAS CORPORATION 
PENNSYLVANIA GAS COMPANY 
UNITED NATURAL GAS COMPANY 


NFG GAS CORPORATION 
(70-5344) 


NOTICE OF PROPOSED PLAN EFFECTUATING 
TERMINATION OF HOLDING COMPANY STATUS 
OR REGISTERED HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (“National Fuel’’) a registered holding company, 
and its subsidiary companies named above have filed a 
joint application-declaration with this Commission desig- 
nating Sections 2(a)(4), 2(a)(7), 5(d), 6(a), 7, 9(a), 10, 
and 12 of the Public Utility Holding Company Act of 
1935 (“Act’’), and Rules 42, 43, 62, 63, 64 and 65 pro- 
mulgated thereunder as applicable to the proposed trans- 
actions. The application-declaration proposes a series of 
intra-system transactions (“the Plan’) whereby National 
Fuel will cease to be a holding company, and its successor 
by merger, NFG Gas Corporation (“NFG”), will acquire 
all of the System’s gas utility distribution properties and 
related assets, and will have three subsidiary companies 
that are non-utility companies within the meaning of the 
Act. All interested persons are referred to said joint 
application-declaration for a complete statement of the 
transactions therein proposed, which are summarized 
below. 


National Fuel, a New Jersey corporation, is solely a hold- 
ing company. It owns all of the outstanding capital stocks 
of Iroquois Gas Corporation (‘Iroquois’), Pennsylvania 
Gas Company (“Penn Gas’) and United Natural Gas Com- 
pany (“United’’); and of two other subsidiary companies, 
The Mars Company (‘’Mars’’) and The Sylvania Corpora- 
tion (“Sylvania”). It also owns all of the outstanding 
long-term debt of these companies. On a corporate basis, 
at December 31, 1972, National Fuel had total assets of 
$260,074,675, consisting almost entirely of notes payable 
to its subsidiary companies and of their outstanding 
capital stocks. Its outstanding long-term securities, all 
publicly-held, consisted of $167,170,000 principal 
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amou” of debentures maturing on various dates through 
1997, and 5,122,515 shares of common stock, par value 
$10 per share. 


Iroquois, Penn Gas, and United are engaged in the distri- 
bution of natural and mixed gas at retail, and by reason 
thereof each is a gas utility company as defined in Sec- 
tion 2(a)(4) of the Act. They are also engaged in the 
production, purchase, storage, and transmission of natural 
and manufactured gas and in the sale of gas-burning 
equipment and appliances. Mars and Sylvania are non- 
utility companies engaged in production of oil and gas. 


Over 90% of the System gas requirements are purchased 
from a number of non-affiliated pipeline suppliers con- 
nected at various points to the System pipeline. The com- 
panies coordinate certain of their functions for economy 
of operations and for long-range planning of gas supply. 
National Fuel performs administrative functions on behalf 
of its subsidiary companies, and permanent financing for 
its subsidiary companies is provided by National Fuel 
through the public sale of its common stock and deben- 
tures. 


Iroquois, Penn Gas, and United are interconnected through 
a System-owned pipeline network extending from south- 
western Pennsylvania to the New York-Canadian border 
at the Niagara River and serve approximately 465 com- 
munities located in substantially contiguous areas in 
northwestern Pennsylvania, western New York and a 
small section of eastern Ohio bordering on the Pennsyl- 
vania service area. These service areas have a combined 
estimated population of approximately 2,362,000. About 
465,000 customers are served in New York State, 
181,000 in Pennsylvania, and 4,000 in Ohio. 


Iroquois, a New York corporation, operates solely in 
western New York. The principal communities served by 
it are Buffalo, Niagara Falls and Batavia. Penn Gas, a 
Pennsylvania corporation, serves five counties in north- 
western Pennsylvania, including the cities of Erie and 
Warren, and two counties in western New York. United, 
a Pennsylvania corporation, serves 13 counties in north- 
western Pennsylvania, including the cities of Sharon, Oil 
City, and Bradford, and two counties in Ohio. 


Under the Plan, National Fuel will be merged into the 
newly organized NFG, a New York corporation having its 
principal office in Buffalo, New York, NFG will be the 
surviving corporation with powers appropriate to conduct 
the business of a public-utility company. It will acquire 
all the assets of National Fuel and assume all its liabili- 
ties, and will execute and deliver to the Trustees under 
National Fuel’s Debenture Indentures, supplemental in- 
dentures satisfactory to the Trustees whereby NFG will 
assume the due and punctual payment of principal and 
interest on the debentures, and the performance of all 
other obligations and covenants of National Fuel under 
said Indentures. Holders of common stock of National 
Fuel may surrender their shares for an equal number of 
shares of NFG; shares not surrendered will be deemed for 
all corporate purposes to evidence the ownership of shares 
of NFG. Shares of NFG common stock will have rights 
and privileges not less favorable than those attaching to 
the present shares of National Fuel common stock. 
The common stock of NFG, like that of National 


Fuel, will be listed on the New York Stock Exchange. 


After all necessary regulatory approvals have been ob- 
tained National Fuel proposes to solicit proxies from its 
shareholders, at a special stockholders’ meeting called for 
that purpose, to vote on the proposed merger into NFG. 
The proxy material will include a description of the Plan 
and the transactions related thereto. It is stated that, 
under New Jersey law, the merger requires the affirma- 
tive vote of at least two-thirds of National Fuel’s out- 
standing common stock, and that dissenting stockholders, 
if any, have no appraisal rights. 


Concurrently with the merger, Iroquois, Penn Gas and 
United will transfer to NFG all of their gas distribution 
properties, franchises, and other related assets, at the 
underlying book values thereof on the date of transfer. 
NFG will thus become a gas utility company, as defined 
in Section 2(a)(4) of the Act, with all rights, privileges 
and obligations of a public-utility company theretofore 
vested in the three subsidiary companies. As considera- 
tion for these property transfers, NFG will (i) cancel a 
portion of the debt owed it by each of the three sub- 
sidiary companies; (ii) assume a portion of their other 
liabilities; and (iii) surrender for cancellation part of their 
outstanding shares of common stock. Based on data as of 
December 31, 1971, an engineering study prepared by 
National Fuel indicates that the proposed property trans- 
fers to NFG and the related consideration therefor would 
have been as shown below, had the transactions been 
effected on that date. 


Portion (Distri- 
bution Prop- (c) 
Per Books erties) Trans- Consideration 
at 12/31/71 ferred to NFG 
IROQUOIS 
Total Assets (a) $207,922,971 $162,545,503 
Total Liabilities: 
Long-Term Debt (b) 95,263,000 $ 80,220,500 
Other Liabilities 27,841,825 11,223,971 
Common Equity (b) 84,818,146 71,101,032 
$207,922,971 $162,545,503 
UNITED 
Total Assets (a) $ 88,305,588 $ 38,245,499 
Total Liabilities: 
Long-Term Debt (b) 22,661,000 $ 368,000 
Other Liabilities 14,443,353 3,022,418 
Common Equity (b) 51,201,235 34,855,081 
$ 88,305,588 $ 38,245,499 
PENN GAS 
Total Assets (a) $ 55,552,533 $ 30,253,494 
Total Liabilities: 
Long-Term Debt (b) 18,102,925 $ 8,187,000 
Other Liabilities 8,726,939 3,300,772 
Common Equity (b) 28,722,669 18,765,722 
$ 55,552,533 $ 30,253,494 
COMBINED 
Total Assets (a) $351,781,092 $231,044,496 
Total Liabilities: 
Long-Term Debt (b) 136,026,925 $ 88,775,500 
Other Liabilities 51,012,117 17,547,161 
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Common Equity (b) 164,742,050 
$351,781,092 


124,721,835 
$231,044,496 


(a) Net of valuation reserves. 

(b) All owned by National Fuel. 

(c) Represents portions of debt and common stock to be cancelled 
and other liabilities to be assumed. 


The amounts shown in the foregoing table will be ad- 
justed to the extent necessary as of the date of consum- 
mation of the transactions reflected therein. 


it is further proposed that upon such transfer to NFG of 
their respective distribution properties, Iroquois, United 
and Penn Gas will merge. United will be the surviving 
company, with a change of name to National Fuel Gas 
Supply Corporation (‘‘Supply Corp."’). All of the assets 
of the three constituent companies will be vested in, and 
their liabilities will be assumed by, Supply Corp. The 
then outstanding shares of common stock of Iroquois and 
Penn Gas will be converted into an equal aggregate par 
value amount of Supply Corp. common shares, and NFG 
will own all of the outstanding pro forma common stock 
of Supply Corp. This merger will consolidate into Supply 
Corp. all of the gas storage, interstate gas transmission, 
and related properties of the present National Fuel 
System. 


Upon consummation of the foregoing, NFG will be a 
public-utility company with two operating divisions — 
one for New York, and the other for Pennsylvania and 
the small number of customers in Ohio. Besides Supply 
Corp., NFG will retain Mars and Sylvania as subsidiary 
companies without change. After giving effect to all the 
proposed transactions, the pro forma consolidated assets 
and liabilities of NFG and its subsidiaries will be the same 
as those of the present National Fuel System (adjusted 
for fees and expenses to be incurred in connection with 
the Plan); all of the long-term debt of the three subsidiary 
companies will be held by NFG; and the outstanding con- 
solidated long-term debt will consist solely of the present 
debentures of National Fuel to be assumed by NFG. It is 
represented that on a consolidated basis as of the date of 
consummation of the Plan, the long-term debt will not 
exceed 60% of total capitalization and surplus and that, 
for the 12-month period ending on that date, interest 
requirements will be earned not less than 2.6 times. 


It is stated that the realignment proposed by the Plan 
will simplify the structure of the National Fuel System 
and that economies in the future cost of service may be 
anticipated. It is further stated that the proposed realign- 
ment will simplify local regulation as well as future pro- 
ceedings and filings at the Federal Power Commission in 
respect of the interstate pipeline operations which will 
be conducted by Supply Corp. 


National Fuel states that, when the Plan is consummated, 
neither it nor NFG will be a holding company as defined 
in Section 2(a)(7)(A) of the Act. NFG, a gas distribution 
company, will have three subsidiary companies — Supply 
Corp., Mars and Sylvania — which will be non-utility com- 
panies within the meaning of the Act. It is requested that 
upon consummation of the Plan, NFG be declared not to 
be a holding company and that National Fuel’s registration 
as such be terminated pursuant to Section 5(d) of the Act. 
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It is stated that the New York Public Service Commission 
and the Public Utilities Commission of Ohio have jurisdic- 
tion over the transfers of the properties in those respec- 
tive States to NFG; that the Pennsylvania Public Utility 
Commission has jurisdiction over the transfer of Pennsyl- 
vania properties to NFG and must approve the com- 
mencement of utility operations in that State by NFG; 
and that the Federal Power Commission has jurisdiction 
over the abandonment of pipeline facilities and related 
services and the acquisition and operation thereof by 
Supply Corp. Applications therefor have been filed and 
the related orders of those commissions will be supplied 
herein by amendment. 


Fees and expenses to be incurred in connection with the 
proposed Plan are estimated at $382,000, including coun- 
sel fees of $150,000 and expenses of $30,000 for the 
proposed proxy solicitation. In addition, certain State 
taxes and fees, as well as fees relating to applications filed 
with the above-mentioned regulatory bodies, are expected 
to be incurred; a statement of the amounts thereof will 
be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than September 21, 1973, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said application-declara- 
tion which he desires to controvert; or he may request 


that he be notified if the Commission should order a hear- 


ing thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the applicants-declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an attor- 
ney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18063/August 20, 1973 


In the Matter of 
MIDDLE SOUTH UTILITIES, INC. 


280 Park Avenue 
New York, New York 10017 
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SYSTEM FUELS, INC. 
225 Baronne Street 
New Orleans, La. 70112 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 
Little Rock, Ark. 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, La. 70174 


MISSISSIPP! POWER & LIGHT COMPANY 
Electric Building 
Jackson, Miss. 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
P.O. Box 60340 

New Orleans, La. 70160 

(70-5259) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING LINE OF CREDIT BETWEEN BANK AND 
NON-UTILITY SUBSIDIARY COMPANY TO 
FINANCE FUEL PROCUREMENT FOR OWNER 
ASSOCIATE UTILITY COMPANIES 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (“MSU”), a registered holding company, its public 
utility subsidiary companies, Arkansas Power & Light 
Company (“Arkansas”), Louisiana Power & Light Com- 
pany (“Louisiana”), Mississippi Power & Light Company 
(“Mississippi’’) and New Orleans Public Service Inc. 
(“NOPSI!"’) (collectively referred to as “Operating Com- 
panies’’), and System Fuels, Inc. (“SFI’’) a joint non- 
utility subsidiary company of Operating Companies, have 
filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
desiqnating Sections 6(a), (7), 12(b) and 12(f) and Rules 
45 and 50(a)(2) promulgated thereunder as applicable to 
the proposed transactions. All interested persons are re- 
ferred to the declaration, which is summarized below, for 
a complete statement of the proposed transactions. 


The Commission has heretofore by order authorized SFI 


in an aggregate amount not exceeding $12,000,000 out- 
standing at any one time, to The Hibernia National Bank 
in New Orleans (‘‘Hibernia’’) from time to time for a 
period of two years from the date of an agreement 
(“Loan Agreement”) among Hibernia, SFI, Operating 
Companies and MSU. Under the Loan Agreement, nine 
banks (‘Participating Banks”) are participating to the 
extent of 80% of borrowings made. (See Holding Com- 
pany Act Release No. 17797, dated December 8, 1972). 


By mutual agreement, the parties to the Loan Agreement 
now propose to amend said Loan Agreement to effect an 
increase in the amount of borrowings by SFI under the 
line of credit with Hibernia from $12,000,000 to 
$25,090,000 at any one time outstanding. The same 
Participating Banks specified in the aforesaid declaration, 
as amended, will continue to participate in the increased 
borrowings by SFI from Bank, and the percentage of 
{their participation in the increased borrowings at any one 
time will be increased from 80% to 86.1% up to a maxi- 





to issue and sell its unsecured promissory notes (‘Notes’), 


mum of $21,590,000. The participation of each Partici- 
pating Bank in the maximum borrowings under the Loan 
Agreement will be as follows: 


Participation in Total 
$25,090,000 Borrowing 


Participating Bank Per Cent Amount 
Whitney National Bank of 

New Orleans 31.9 $ 8,000,000 
First National Bank of Commerce 

New Orleans, Louisiana 15.9 4,000,000 
National American Bank of 

New Orleans 7.4 1,850,000 
Deposit Guaranty National Bank, 

Jackson, Mississippi 4.8 1,200,000 
First National Bank of Jackson, 

Mississippi 4.8 1,200,000 
First National Bank in Little 

Rock, Arkansas 6.0 1,500,000 
Commercial National Bank, 

Little Rock, Arkansas 2.4 600,000 
Simmons First National Bank of 

Pine Bluff, Arkansas 11.9 3,000,000 
Mississippi Bank and Trust Company, 

Jackson, Mississippi 1.0 240,000 

Total 86.1% $21,590,000 


Hibernia’s participation in the total borrowings will be the 
balance of 13.9% or up to a maximum of $3,500,000. 
All other terms and conditions of the Loan Agreement 
and Participation Agreement are to remain unchanged. 


As of July 31, 1973, SFI had made borrowings from 
Hibernia under the line of credit in the aggregate principal 
sum of $12,000,000, the proceeds of which were applied 
by SFI toward the purchase of oil for use as fuel by 
Arkansas, Louisiana, Mississippi, NOPS!, and Arkansas- 
Missouri Power Company. The declarants state that as a 
result of curtailments of natural gas deliveries it is neces- 
sary to increase the supply of oil as an alternative fuel. 
Therefore, SFI proposes to use the proceeds from the 
herein requested additional borrowings to finance a larger 
fuel oil inventory presently estimated to range from 
5,000,000 to 9,000,000 bbis. 


Pursuant to an order of the Commission, dated December 
17, 1971, SFI may borrow from Operating Companies, 
from time to time through 1973, an aggregate amount 
not to exceed $30,000,000 outstanding at any one time, 
for terms of not more than ten years. SFI has represented 
it will at all times, unless the Commission shall otherwise 
expressly authorize, maintain the aggregate of its capital 
stock, surplus, and principal amount of its indebtedness 
to Operating Companies, at an amount equal to at least 
35% of SFI’s total capitalization. 


Declarants state that no special or separate expenses are 
anticipated in connection with the additional borrowings 
referred to herein. It is further stated that no State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 


may, not later than September 14, 1973, request in writ- 
ing that a hearing be held in respect of such matter, stat- 
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ing the nature of his interest, the reasons for such request, 
and the issues of fact or law which he desires to contro- 
vert; or he may request that he be notified should the 
Commission order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the declarants at the 
above-stated address, and proof of service (by affidavit, or 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective in the manner provided by 
Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 
100 thereof, or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18064/August 24, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 
(70-5371) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 
AND OF COMMON STOCK TO PARENT HOLDING 
COMPANY 


Middle South Utilities, Inc. (“Middle South’’), a regis- 
tered holding company, and Mississippi Power & Light 
Company (‘Mississippi’), its electric utility subsidiary, 
have filed an application-declaration with this Commis- 
sion, pursuant to Sections 6(a), 7, 9(a), 10 and 12(f) of 
the Public Utility Holding Company Act of 1935 (“Act’’) 
and Rules 43 and 50 promulgated thereunder regarding 
the following proposed transactions. 


Mississippi proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 promulgated 
under the Act, $20,000,000 principal amount of its First 
Mortgage Bonds, % Series due September 1, 2003 
(“Bonds”). The annual interest rate on the Bonds (which 
will be a multiple of 1/8 of 1%) and the price, exclusive 
of accrued interest, to be paid to Mississippi (which will 
be not less than 100% nor more than 102-3/4% of the 
principal amount thereof) will be determined by the 
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competitive bidding. The Bonds will be issued under 
Mississippi's Mortgage and Deed of Trust dated as of 
September 1, 1944 to Irving Trust Company and Fred- 
erick G. Herbst (D.W. May, successor), as Trustees, as 
heretofore supplemented and as to be further supple- 
mented by a Fourteenth Supplemental Indenture to be 
dated as of September 1, 1973, which includes a prohibi- 
tion under September 1, 1978, against refunding the 
Bonds, directly or indirectly, with the proceeds of funds 
borrowed at a lower effective interest cost. 


Prior to the issuance and sale by Mississippi of the Bonds, 
Mississippi proposes to issue and sell to Middle South, and 
Middle South proposes to acquire from Mississippi, 
435,000 presently authorized but unissued shares of 
Mississippi's common stock without par value (“Common 
Stock’’) at its present stated value of $23 per share, 
aggregating $10,005,000. Middle South proposes to obtain 
the funds to effectuate the acquisition of the Common 
Stock through borrowings from commercial banks. 1 


Mississippi proposes to utilize the net proceeds from the 
issuance and sale of the Bonds and Common Stock to 
retire short-term debt outstanding, to finance its construc- 
tion program (estimated at $99,346,000 for 1973) and 
for other corporate purposes. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18045), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application-declaration be granted and 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1Middle South has filed with this Commission a declara- 
tion, File No. 70-5366, in which it is proposed that Mid- 
dle South borrow up to $30,000,000 from a group of 
commercial banks, under the terms of a $135,000,000 re- 
volving credit agreement dated as of July 1, 1973. 
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In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 
(70-5366) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM PROMISSORY NOTES TO BANKS FOR BOR- 
ROWINGS UNDER A REVOLVING CREDIT AGREE- 
MENT 


Middle South Utilities, Inc. (“Middle South’’), a regis- 
tered holding company, has filed a declaration and amend- 
ment thereto with this Commission pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) regarding the following proposed trans- 
actions. 


Middle South proposes, under a $135,000,000 revolving 
credit agreement dated as of July 1, 1973, to initially 
issue and sell its unsecured promissory notes, in an aggre- 
gate amount not to exceed $30,000,000 outstanding at 
any one time, to a group of 7 commercial banks headed 
by Manufacturers Hanover Trust Company of New York 
(“MHTC"). Middle South proposes to (a) apply 
$10,000,000 of the proceeds of the initial borrowing to 
purchase an additional 435,000 shares of common stock 
without nominal or par value of Mississippi Power & Light 
Company, its electric utility subsidiary, for an aggregate 
of $10,005,000 in cash (such purchase is a subject of a 
pending application-declaration filed by Mississippi Power 
& Light Company and Middle South, File No. 70-5371) 
and (b) use the balance of the proceeds of the borrowing, 
$20,000,000, to pay off a similar principal amount of 
short-term notes held by MHTC and Chase Manhattan 
Bank, in the amounts of $10,000,000 each. Such borrow- 
ings were under an interim arrangement, pending the 
development of the present credit agreement, and were 
used to purchase common stock of Arkansas Power & 
Light Company, an electric utility subsidiary of Middle 
South (Holding Company Act Release No. 17958, dated 
May 10, 1973). 


Under the terms of the revolving credit agreement, Middle 
South may borrow and reborrow until June 30, 1975, up 
to an aggregate of $135,000,000 outstanding at any one 
time. The names of the banks participating in the agree- 
ment and their respective commitments are as follows: 


Manufacturers Hanover Trust Company, 


New York $ 55,000,000 
First National City Bank, New York 25,000,000 
Bank of America National Trust & Savings 

Association, Los Angeles 15,000,000 
Continental Illinois National Bank and Trust 

Company of Chicago 10,000,000 
Irving Trust Company, New York 10,000,000 
Northern Trust Company Bank, Chicago 10,000,000 
The First National Bank of Chicago 10,000,000 

Total $135,000,000 


Each borrowing and each payment by Middle South will 
be made pro rata among the lending banks according to 
their original commitment. The credit agreement addi- 

) tionally provides that loans thereunder will be evidenced 
by unsecured promissory notes payable 90 days from the 


date of issuance thereof, but in no event later than June 
30, 1975; will bear interest on the unpaid principal 
amount thereof from the date thereof at a rate per annum 
equal to MHTC’s prime rate, defined as the commercial 
loan rate of MHTC from time to time in effect on bor- 
rowings having a 90-day maturity, until and including 
June 30, 1974, and thereafter at a rate per annum equal 
to 1/4 of 1% above MHTC’s prime rate, as defined. The 
notes will be prepayable at any time on two business days 
notice in whole or in part without premium. The effective 
cost of borrowings to Middle South under the credit 
agreement after the full $135,000,000 has been borrowed, 
assuming compensating balances of approximately 15% to 
be maintained with each of the banking institutions, and 
assuming a MHTC prime rate of 8-1/2%, as defined, 
would be 10.4% per annum. 


In connection with the line of credit, Middle South has 
agreed to pay the banks a commitment fee for the period 
from and including July 1, 1973 to June 30, 1975, (or 
earlier date of termination of the commitments), com- 
puted at the rate of 1/2 of 1% per annum on the average 
daily unused portion of the commitments in effect during 
the period for which payment is made. Such commitment 
fee will be payable to each bank quarterly on the last day 
of each March, June, September and December, commenc- 
ing September 30, 1973, and on the date on which Mid- 
die South shall terminate its commitments. 


Middle South intends to pay the principal of its proposed 
notes out of the proceeds of the sale of additional shares 
of its common stock. It is stated that repayments so 
made from the proceeds of the sale of common stock 
shall reduce borrowings authorized by this Commission 
by the amount of such repayments. 


Middle South states it intends to utilize the balance of 
the bank loan agreement to make capital contributions 
to Louisiana Power & Light Company and Arkansas Power 
& Light Company, its wholly-owned electric utility sub- 
sidiaries, aggregating $55,000,000 during the last quarter 
of 1973, and $50,000,000 during the first and second 
quarter of 1974. Middle South states the aggregate bor- 
rowings under the proposed line of credit will total 
$135,000,000 at the close of the second quarter of 1974. 
All such additional borrowings and reborrowings under 
the credit agreement will be subject to subsequent filings 
and approval by this Commission. 


No State commission amd no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration and amend- 
ment has been given in the manner prescribed in Rule 23 
promulgated under the Act (Holding Company Act Re- 
lease No. 18043), and no hearing has been requested of 
or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as amended, 
be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
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the Act and rules thereunder, that said declaration, as 
amended, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions prescribed 
in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18066/August 23, 1973 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER COMPANY 
P. O. Box 270 

Hartford, Connecticut 06101 

(70-5380) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
NOTES TO BANKS AND TO A DEALER IN COM- 
MERCIAL PAPER; EXCEPTION FROM COM- 
PETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Connecticut Yankee 
Atomic Power Company (“Connecticut Yankee”), an 
electric utility subsidiary company of Northeast Utilities 
(“Northeast”) and of New England Electric System (“New 
England”), both of which are registered holding com- 
panies, has filed an application-declaration and an amend- 
ment thereto with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), designat- 
ing Sections 6 and 7 of the Act and Rule 50(a)(2) and 
50(a)(5)(B) promulgated thereunder as applicable to the 
proposed transactions. All interested persons are referred 
to the application-declaration as amended, which is sum- 
marized below, for a complete statement of the proposed 
transactions. 


Connecticut Yankee proposes to issue and sell, from time 
to time on or before March 1, 1975, short-term securities 
in an aggregate principal amount not to exceed 
$30,000,000 outstanding at any one time. Such securities 
will be in the form of short-term notes issued to banks 
(“Bank Notes”) or commercial paper (‘‘Commercial 
Paper’’) issued to a dealer in such securities. 


The proposed Bank Notes will each be dated as of the 
date of issue, will have maximum maturity dates of nine 
months, will bear interest at a rate per annum not in 
excess of one percent (1%) above the prime rate in effect 
at the lending bank on the date of issue if issued before 
January 1, 1974, and at a rate to be negotiated if issued 
after that date, and will be subject to prepayment at any 
time at Connecticut Yankee’s option without premium. 
The banks which will participate in Connecticut Yankee’s 
short-term borrowing program and the maximum com- 
mitment of each bank is as follows: 


The Chase Manhattan Bank, New York, N.Y. $18,000,000 

The Connecticut Bank and Trust Company, 
Hartford, Connecticut 6,000,000 
Total $24,000,000 
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The lines of credit are to be secured by a deposit of 10% 
of the amount of the line at the time it is committed. In 
addition, at the time of the first borrowing pursuant to 
the line of credit, Connecticut Yankee will make an addi- 
tional deposit (compensating balance) of 10% of the 
entire committed line. Assuming a full 20% compensating 
balance and borrowings at one percent (1%) above the 
prime rate, the effective cost of borrowing would be 
approximately 13.1%, based on an assumed prime interest 
rate of 9-1/2%. 


The proposed Commercial Paper notes will be issued in 
denominations of not less than $50,000 and not more 
than $1,000,000, will have a maturity of not more than 
270 days, will not be repayable prior to maturity, and 
will be sold by Connecticut Yankee directly to A.G. 
Becker & Company, Incorporated, a dealer in commercial 
paper, at the discount rate per annum prevailing at the 
date of issuance for commercial paper of comparable 
quality and of the particular maturity sold by public- 
utility issuers to commercial paper dealers. No Commer- 
cial Paper notes having a maturity of more than 90 days 
will be issued at an effective interest cost which exceeds 
the prime commercial bank rate at which Connecticut 
Yankee could borrow from banks in an amount at least 
equal to the principal amount of such Commercial Paper. 
No commission or fee will be payable in connection with 
the issuance and sale of the Commercial Paper. The com- 
mercial paper dealer, as principal, will reoffer the Com- 
mercial Paper to institutional investors at a discount of 
no more than 1/8 of 1% per annum less than the prevail- 
ing discount rate to Connecticut Yankee in such manner 
as not to constitute a public offering. The Commercial 
Paper will be reoffered to not more than 200 identified 
and designated customers in a list (non-public) prepared 
in advance by the dealer. It is anticipated that the Com- 
mercial Paper will be held by customers to maturity, but 
if such customers desire to resell prior to maturity, the 
dealer, pursuant to a verbal repurchase agreement, will 
repurchase the Commercial Paper and reoffer the same to 
others in the group of 200 customers. 


As part of Connecticut Yankee’s initial plant financing 
program approved by the Commission, it had outstanding 
as of June 30, 1973, $3,875,000 principal amount of 
notes issued under a credit agreement dated November 
23, 1964, as amended (Credit Agreement) between Con- 
necticut Yankee and the eleven participating banks 
named therein. The notes outstanding under the Credit 
Agreement will remain outstanding and will not be af- 
fected by the transactions described above. It is stated 
that Connecticut Yankee will obtain a waiver of all 
relevant provisions of the Credit Agreement to permit the 
short-term borrowings contemplated in this proceeding. 


The funds to be derived from the issuance and sale of 
Bank Notes and Commercial Paper will be applied by 
Connecticut Yankee (i) to repay $21,000,000 of existing 
notes to banks presently outstanding, as authorized by 
the Commission (Holding Company Act Release Nos. 
17244 and 17650), which mature on October 1, 1973, 
(ii) to provide funds for the construction of radiation 
waste facilities at its nuclear electric generating plant in 
Haddam, Connecticut, and (iii) for the purchase of addi- 
tional nuclear fuel. At the time of the authorization to 
issue the $21,000,000 of notes to banks, Connecticut 
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Yankee indicated that it would propose to repay these 
notes at maturity with some form of long-term financing. 
In addition, Connecticut Yankee now proposes to repay 
all of its outstanding long-term bank loans by October 1, 
1974, at which time it expects to have greater flexibility 
in determining what form of long-term financing will be 
in its best interest. For this reason, Connecticut Yankee 
does not deem it feasible to undertake any long-term 
financing program for the repayment of the existing bank 
loans at this time and prefers, in lieu thereof, an interim 
program of short-term loans to March 1, 1975. Further- 
more, it is stated that such a program is made necessary 
by the definitions of Connecticut Yankee’s indenture, 
which would not permit the issuance of any substantial 
amounts of bonds at this time for the purpose of refund- 
ing bank notes. Connecticut Yankee states that on or 
before March 1, 1975, the Bank Notes and Commercial 
Paper will be refunded through some form of long-term 
financing, the nature of which cannot now be determined. 


It is stated that no fees or commissions (including counsel 
fees) will be paid or incurred, directly or indirectly, in 
connection with the proposed transactions and that in- 
cidental services, valued at an estimated $500, will be per- 
formed at cost by Northeast Utilities Service Company, an 
affiliated service company. It is further stated that no 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


Connecticut Yankee requests that the issue and sale of 
its Commercial Paper notes be excepted from the com- 
petitive bidding requirements of Rule 50 pursuant to sub- 
paragraph (a)(5)(B) thereof in view of the fact that cur- 
rent rates for commercial paper for prime borrowers such 
as Connecticut Yankee are readily ascertainable by refer- 
ence to daily financial publications and that it is not 
practicable to invite competitive bids for commercial 
paper. Connecticut Yankee further requests that the cer- 
tificates under Rule 24 be filed on a quarterly basis with 
respect to the Commercial Paper. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 13, 1973, request in writ- 
ing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said application-declara- 
tion as amended which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such requests should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the 
point of mailing) upon the applicant-declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration as amended or as it may be further 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 


notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18067/August 24, 1973 


See Securities Act Release No. 5416/August 24, 1973. 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7948/August 20, 1973 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


and 


MASSACHUSETTS MUTUAL VARIABLE ANNUITY 
FUND 2 

1295 State Street 

Springfield, Massachusetts 01111 

(812-3486) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR EXEMPTION FROM THE PROVISIONS OF 

SECTIONS 22(c), 22(d), 26(a) AND 27(c)(2) OF THE 

ACT AND RULE 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Massachusetts Mutual 
Life Insurance Company (‘Mass Mutual’) and Massachu- 
setts Mutual Variable Annuity Fund 2 (“Fund’’) (herein 
collectively called ‘‘Applicants’’) have filed an application 
pursuant to Section 6(c) of the Investment Company Act 
of 1940 (“‘Act’’), for an order exempting Applicants from 
the provisions of Section 22(c), 22(d), 26(a) and 27(c)(2) 
of the Act and Rule 22c-1 promulgated thereunder. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions therein which are summarized below. 


On May 12, 1971, Mass Mutual established Fund pursuant 
to Chapter 175 of the Massachusetts General Laws as a 
separate account to offer variable annuity contracts to 
individuals not entitled to special tax treatment with re- 
spect thereto (‘Contracts’). Payments made under the 
Contracts will be invested in shares of MML Investment 
Company, Inc. (““MML Investment’), an open-end diversi- 
fied investment company registered under the Act 
and managed by Mass Mutual. Fund has registered 
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under the Act as a unit investment trust. 
Applicants have previously been granted exemption from 
Sections 22(c), 22(d) and 26(a) of the Act and Rule 
22c-1 thereunder with respect to single payment immedi- 
ate Contracts. Applicants now request comparable ex- 
emptions in connection with periodic and single payment 
deferred Contracts, for the offering of which a registra- 
tion statement under the Securities Act of 1933 has been 
filed. 


Rule 22c-1 


Rule 22c-1, promulgated pursuant to Section 22(c), pro- 
hibits a registered investment company issuing a redeema- 
ble security, a person designated in such company’s pro- 
spectus as authorized to consummate transactions in any 
such security, and a principal underwriter of, or dealer in, 
any such security, from selling, redeeming or repurchasing 
any such security except at a price based on the current 
net asset value of such security which is next computed 
after receipt of a tender of such security for redemption 
or of an order to purchase or sell such security. The cur- 
rent net asset value must be computed not less frequently 
than once daily on each day that the New York Stock 
Exchange is open for trading as of the time of the close 
of trading on such Exchange. 


Applicants request an exemption from Rule 22c-1 so as 
to permit the application of purchase payments received, 
and the determination of death benefits and redemption 
values, to be based on valuations as of the close of the 
New York Stock Exchange on the date the purchase pay- 
ment, notice of death or request for redemption is re- 
ceived, regardless of the time of receipt, except to the 
extent such payment is made in person or such notice or 
request is delivered in person at the home office of Mass 
Mutual. Applicants represent that in almost all instances 
purchase payments, death notices, and redemption re- 
quests will be received by mail and that, therefore, it will 
be fortuitous whether such receipt is prior or subsequent 
to the close of the New York Stock Exchange. 


Section 22(d) 


Section 22(d) provides, in pertinent part, that no regis- 
tered investment company shall sell any redeemable secu- 
rity issued by it to any person except at a current offer- 
ing price described in the prospectus. 


Applicants request an exemption from Section 22(d) to 
permit Contracts which depend in whole or in part on the 
investment performance of the Fund to be sold without a 
deduction for sales expenses upon the receipt of proceeds 
payable under fixed-dollar life insurance or annuity con- 
tracts previously issued by Mass Mutual. Applicants repre- 
sent that sales expenses will be lower with this class of 
Contract Owners; that such other contracts have already 
been subject to sales expenses; and that no unfair dis- 
crimination between variable annuity Contract Owners 
would result from the requested exemption. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2) of the Act prohibit a de- 
positor of or principal underwriter for a registered unit 
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investment trust from selling any periodic payment plan 
certificate issued by such a trust unless the certificate is 
issued pursuant to a trust indenture, agreement of cus- 
todianship, or other instrument which provides (i) that 
the securities and other property of the trust shall be 
held by a custodian or trustee which is a qualified bank; 
(ii) that the custodian or trustee may collect from income 
and, if necessary, the corpus of the trust, fees for services 
theretofore performed and reimbursement for expenses 
theretofore incurred, except that no payment to the de- 
positor or principal underwriter shall be allowed the cus- 
todian or trustee as an expense except as a fee, not ex- 
ceeding such reasonable amount as the Commission may 
prescribe, for performing bookkeeping or other administra- 
tive services; (iii) that the custodian or trustee shall not 
resign until either the trust has been liquidated or a 
qualified successor custodian or trustee has been appoint- 
ed; and (iv) that certain records be kept. 


In support of the requested exemption Applicants stated 
that as a regulated insurance company Mass Mutual’s 
obligations to the Contract Owners provide substantially 
the same protections envisioned by the requirements of 
those sections. Mass Mutual, which had an unassigned sur- 
plus of $190,696,000, as of December 31, 1972, is sub- 
ject to regulation by the Department of Banking and In- 
surance of the Commonwealth of Massachusetts and the 
National Association of Insurance Commissioners. Its 
officers and employees are covered by a fidelity bond in 
the amount of $2,000,000. The assets of the Fund, equal 
to the reserves and other liabilities for variable benefits 
which depend upon the Fund’s investment performance, 
are not chargeable with liabilities arising out of any other 
business Mass Mutual may conduct. 


Applicants also state that while the assets of the Fund will 
be invested in shares of the MML Investment Company, 
Inc. (““MML Investment’’) which will be held by the Fund 
in an open account on the books and records of the Fund 
and MML Investment without the issuance of transferable 
stock certificates which might require safekeeping, the 
portfolio securities and other assets of MML Investment 
itself will be held in the custody of a qualified bank. They 
add that there is no substantial risk of abandonment of 
Contract Owners by Mass Mutual as sponsor of the Fund 
because of the binding obligation of Mass Mutual under 
the Contracts to provide lifetime benefits to Contract 
Owners. They also state that substitution by the Fund of 
other securities for MML Investment shares is subject to 
the vote of the Contract Owners. 


Applicants have consented that this requested exemption 
be subject to the conditions that the deductions under 
the Contracts for administrative services shall not exceed 
such reasonable amounts as the Commission shall pre- 
scribe; that the Commission shall reserve jurisdiction for 
such purpose; and that the payment of sums and charges 
out of the assets of the Fund shall not be deemed to be 
exempted from regulation by the Commission by reason 
of the requested order, provided that the consent of 
Applicants to this condition shall not be deemed to be a 
concession to the Commission of authority to regulate the 
payment of sums and charges out of such assets other 
than charges for administrative services. Applicants reserve 
the right in any proceeding before the Commission or in 
any suit or action in any court to assert that the Commis- 











e 


vw oe 


ry 








sion has no authority to regulate the payment of such 
other sums or charges. 


Section 6(c) authorizes the Commission to exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions, from the provisions of 
the Act and Rules promulgated thereunder, if and to the 
extent that such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, no later than September 12, 1973, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicants at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. Any time after said date, as 
provided by Rule O-5 of the Rules and Regulations pro- 


mulgated under the Act, an order disposing of the applica- 


tion herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for a hearing upon said application shall be 
issued upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered), and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7949/August 21, 1973 


In the Matter of 


NEW ISSUES FUND, INC. 

c/o Donald F. French, Esquire 
Valicenti, Leighton Reid & Pine 
70 Pine Street 

New York, New York 10005 
(811-2027) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (’*Act’’), to declare by order upon its 
own motion that New Issues Fund, Inc. (‘Fund’), regis- 


tered under the Act as an open-end, diversified manage- 
ment investment company, has ceased to be an invest- 
ment company as defined in the Act. 


Fund was organized as a Maryland corporation on Febru- 
ary 5, 1970, and filed a Notification of Registration on 
Form N-8A on February 18, 1970. Neither a Registration 
Statement on Form N-8B-1 nor a registration statement 
under the Securities Act of 1933 was ever filed, no shares 
were ever issued, and Fund has no assets or liabilities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon appli- 
cation, finds that a registered investment company has 
ceased to be an investment company, it shall so declare 
by order, and, upon the effectiveness of such order, the 
registration of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 17, 1973, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the Fund at the address set 
forth above. Proof of such service (by affidavit, or in case 
of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. At any time after said 
date, as provided by Rule O-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of 
the matter may be issued by the Commission upon the 
basis of the information stated herein, unless an order for 
a hearing shall be issued upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7950/August 21, 1973 


In the Matter of 


STATE STREET INVESTMENT CORPORATION 
225 Franklin Street 

Boston, Massachusetts 02110 

(812-3487) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER 
EXEMPTING FROM SECTION 22(d) A SALE BY AN 
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OPEN-END COMPANY OF ITS SECURITIES AT 
OTHER THAN THE PUBLIC OFFERING PRICE 


NOTICE IS HEREBY GIVEN that State Street Invest- 
ment Corporation (“Applicants”), a Massachusetts corpo- 
ration registered under the Investment Company Act of 
1940 (“Act”) as a diversified, open-end, management in- 
vestment company, has filed an application pursuant to 
Section. 6(c) of the Act requesting an order of the Com- 
mission exempting Applicant from the provisions of Sec- 
tion 22(d) of the Act which, in pertinent part, prohibit 

a registered investment company from selling any redeem- 
able security issued by it to any person except either to 
or through a principal underwriter for distribution or at 

a current public offering price described in the prospectus. 
Section 22(d) of the Act would prevent Applicant, which 
does not have a prospectus describing a current public 
offering price, from acquiring the assets of North Ameri- 
can Realty Corporation (‘North American’’) in exchange 
for the shares of Applicant. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Applicant states that North American, a New York corpo- 
ration, was incorporated in 1939 and has, since organiza- 
tion, operated as a family private investment company 
investing and reinvesting its assets in a diversified port- 
folio of securities. Substantially all of North American’s 
assets are in the form of investments in marketable securi- 
ties, cash and cash items. At present North American has 
24 stockholders and is a personal holding company for 
Federal income tax purposes. Applicant asserts that North 
American is excepted from the definition of an invest- 
ment company by reason of Section 3(c)(1) of the Act. 


On July 20, 1973, Applicant and North American entered 
into an Agreement and Plan or Reorganization (’‘Agree- 
ment”) whereby substantially all of the assets of North 
American are to be transferred to Applicant in exchange 
for shares of Applicant’s common stock and the assump- 
tion by Applicant of North American’s liability to pay to 
any of its stockholders who dissent from the reorganiza- 
tion the value of their holdings of North American stock. 
Pursuant to the Agreement, the number of Applicant's 
shares to be delivered to North American shall be deter- 
mined by dividing the aggregate value (subject to a pos- 
sible adjustment described below) of the assets of North 
American to be transferred to Applicant (less the amount 
of any liability of North American to its stockholders that 
is assumed by the Applicant) by the net asset value per 
share of Applicant. In determining the number of Appli- 
cant’s shares to be delivered to North American, the aggre- 
gate value of the assets of North American will be seduced 
by the amount, if any, which is determined by the appli- 
cation of a formula (set forth in the Agreement) designed 
to compensate Applicant for any potential tax liability 
resulting from any excess in the proportion of the net 
asset value of North American represented by realized 

and unrealized appreciation. The amount of any liability 
to North American’s dissenting stockholders that may be 
assumed by Applicant will be fixed by agreement between 
North American and such stockholders but may not ex- 
ceed an amount equal to the net asset value, on the valua- 
tion date, of that number of Applicant’s shares which 
such stockholders would have been entitled to receive on 
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the closing date had they not objected to the reorganiza- 
tion. It is a condition precedent to the consummation of 
the reorganization that the holders of no more than 20% 
of North American’s outstanding stock object to the re- 
organization. 


Applicant and North American have applied for a ruling 
from the Internal Revenue Service (the receipt of which 
is a condition precedent to the consummation of the pro- 
posed transaction, waivable by North American) to the 
effect that: the contemplated transaction will constitute 
a tax-free reorganization and consequently, among other 
things, no gain or loss will be recognized by Applicant as 
the result of the exchange of its shares for the assets of 
North American, and the Federal tax basis to Applicant 
of the assets acquired from North American will be the 
same basis those assets had in the hands of North 
American. 


As of May 31, 1973, the market value of the assets of 
North American less the amount of a possible liability to 
North American's dissenting stockholders (assuming for 
these purposes a dissent of 20% of North American’s out- 
standing stock) was approximately $6,642,000. Prior to 
the consummation of the transaction, North American 
intends to sell assets with a market value of $2,703,622. 
The proceeds of such sales will be either transferred to 
Applicant as cash or reinvested in securities appropriate 
for Applicant’s portfolio and transferred to Applicant at 
the closing. Following consummation of the transaction, 
Applicant intends to sell certain securities transferred to 
it by North American having a market value up to, and 
not in excess of, 25% of the value of the assets of North 
American at the closing date. The remainder of the assets 
received will be retained in Applicant's portfolio. Appli- 
cant has been advised that the stockholders of North 
American have no present intention of redeeming any sub- 
stantial number of, or otherwise transferring, any of 
Applicant’s shares and that in no event will an amount 
greater in the aggregate than 20% of such shares be re- 
deemed in the first year following the proposed trans- 
action. 


Assuming that the closing under the Agreement had taken 
place on May 31, 1973, when the net asset value of the 
shares of Applicant was $46.04, 144,282 shares of Appli- 
cant would have been transferred to North American, or 
approximately 1.62% of the number of Applicant's shares 
outstanding immediately after such transfer. 


Applicant represents that neither North American nor any 
shareholder, director or officer of North American is 
either an “affiliated person’’ of Applicant, or an “‘affili- 
ated person” of any “affiliated person’’ of Applicant. The 
Agreement was negotiated at arms-length by the principals 
of North American and Applicant. 


Section 6(c) of the Act permits the Commission, upon 
application, to exempt a transaction if it finds that such 
an exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. Applicant contends that the proposed 
transaction will increase its assets and thus reduce its 
costs per share. 

















NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 14, 1973, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in the case 
of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. At any time after said 
date, as provided by Rule O-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of 
the application herein may be issued by the Commission 
upon the basis of the information stated in said applica- 
tion, unless an order for hearing upon said application 
shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7951/August 22, 1973 


In the Matter of 
THE EBERSTADT FUND, INC. 
and 


F. EBERSTADT & CO., 
MANAGERS & DISTRIBUTORS, INC. 
61 Broadway 
New York, New York 10006 
(812-3479) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR AN ORDER EXEMPTING APPLICANTS 
FROM SECTIONS 18(f) AND 22(d) OF THE ACT AND 
FOR AN ORDER PURSUANT TO SECTION 17(d) OF 
THE ACT AND RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that The Eberstadt Fund, 
Inc. (““Eberstadt’’), a Maryland corporation registered as 

a diversified, open-end management investment company 
under the Investment Company Act of 1940 (‘Act’), and 
F. Eberstadt & Co., Managers & Distributors, Inc. 
(““Eberstadt M&D’’), a Delaware corporation registered as 
an investment adviser under the Investment Advisers Act 
of 1940, (collectively “‘Applicants”) have filed an applica- 
tion in connection with the merger of Surveyor Fund, 
Inc. (‘Surveyor’’), a Delaware corporation registered 


under the Act as a diversified, closed-end management 
company, with and into Eberstadt. All interested persons 
are referred to the application, as amended, on file with 
the Commission for a statement of the representations 
contained therein, which are summarized below. 


Eberstadt and Surveyor propose to enter into an Agree- 
ment and Articles of Merger (“Agreement”), which will 
provide for the merger of Surveyor into Eberstadt. Cur- 
rently Eberstadt has issued 2,649,907 shares of its capital 
stock and has total net assets of $25,146,565. Shares of 
Eberstadt are offered to the public at the net asset value 
per share plus varying sales charges as described in Eber- 
stadt’s prospectus. Surveyor has issued 5,668,657 shares 
of its common stock, including 421,883 treasury shares, 
and has total net assets of $128,821,812. Surveyor does 
not have an investment adviser, and its shares are current- 
ly traded at a discount from net asset value. Under the 
terms of the Agreement, the outstanding shares of Sur- 
veyor will be converted into shares of Eberstadt according 
to a ratio based upon the net asset values of the two 
funds at the time of the merger with a minor adjustment 
to take account of certain future tax effects. Eberstadt 
will change its name to Surveyor Fund, Inc. (“surviving 
fund’) and will operate as an open-end, diversified invest- 
ment company of the management type as defined by the 
Act. The merger will substantially increase the size of 
Eberstadt and will eliminate for Surveyor the disadvantage 
of its shares selling in the market at a discount from net 
asset value. 


Debentures 


As of May 31, 1973, Surveyor had outstanding 
$20,000,000 principal amount of its 5% Convertible De- 
bentures, Series A, due February 1, 1984 (“Debentures’’), 
which were issued pursuant to an Indenture dated Janu- 
ary 1, 1969 (“Indenture”) between Surveyor and Manu- 
facturers Hanover Trust Company, as Trustee (‘’Trustee”’). 
The Debentures, convertible into shares of Surveyor com- 
mon stock, are redeemable prior to maturity at the option 
of Surveyor at specified redemption prices and, in addi- 
tion, are redeemable commencing in 1980 at the principal 
amount through the operation of a sinking fund. The 
present conversion ratio is 32.971 shares for each $1,000 
principal amount of Debentures, which is equivalent to a 
conversion price of $30.33 per share; the optional re- 
demption price during the twelve month period ending 
February 1, 1974 is 105.50% of the principal amount. 
Redeeming Debenture holders are entitled to this amount 
plus accrued interest to the date of redemption. 


Eberstadt and Surveyor have agreed that the Debentures 
should be called for redemption rather than continued as 
an obligation of the surviving fund. The Indenture re- 
quires that notice be given to Debenture holders not less 
than 30 days prior to the redemption date. Surveyor does 
not want the Debentures called prior to the merger be- 
cause of the loss to that company and its shareholders 
which would occur if the Debentures were called for 
redemption but the merger were not effected. In that 
situation, Surveyor would be obligated to pay a redemp- 
tion premium of $1,100,000 and would lose the benefit 
of having outstanding Debentures carrying a 5% interest 
rate. An agreement has been reached, therefore, that 
the Debentures will be called upon the merger for 
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redemption 30 days after the effective date of the 
merger. 


Surveyor’s net assets, for purposes of the merger, will be 
reduced by an amount equal to the sum of the redemp- 
tion price of the Debentures and accrued interest to the 
date of the call, and Eberstadt will enter into a supple- 
mental indenture with the Trustee to assume the obliga- 
tions of Surveyor under the Indenture and to provide for 
the issuance of shares of capital stock of the surviving 
company to Debenture holders upon any conversion of 
the Debentures on or prior to the redemption date. Any 
conversion will be at a rate expressed in numbers of 
Eberstadt shares per $1,000 principal amount of De- 
bentures, determined by multiplying the number of Sur- 
veyor shares into which that principal amount of De- 
bentures is convertible on the effective date of the 
merger by the number of shares of capital stock of Eber- 
stadt into which each share of Surveyor stock is converti- 
ble upon the merger. If the merger had occurred on May 
31, 1973, for example, 2.483 shares of the surviving fund 
would have been issued per share of Surveyor. Each 
$1,000 principal amount of Surveyor Debentures would 
then have been convertible into 81.867 shares of the sur- 
viving fund equivalent to a conversion cost for Debenture 
holders of approximately $9.63 per share. Thus, the con- 
version price on that date would have exceeded the net 
asset value per share of the shares to be received upon 
conversion by approximately 27%. Applicants contend, 
therefore, that on May 31, 1973, Debenture holders 
would have preferred to receive the redemption price of 
$1,055, plus the accrued interest for each $1,000 principal 
amount of Debentures, rather than to convert such De- 
bentures into shares of the surviving fund having a net 
asset value of approximately $788. 


It is not possible to determine what the exchange ratio of 
shares will be on the effective date of the merger, or to 
estimate what percentage the conversion price will be of 
the net asset value per share on that date. However, 
applicants contend that the conversion of Debentures is 
not likely to be economically attractive to Debenture 
holders in the absence of an approximately one-third 
appreciation in the value of the stock receivable upon 
coversion between now and a date 30 days after the 
merger (tentatively scheduled for September 10, 1973). 


The agreement of the surviving fund, as successor to Sur- 
veyor, to either pay the redemption price or convert the 
Debentures within 30 days of the effective date of the 
merger may be considered the issuance of a “senior secu- 
rity” by the surviving fund. Since the surviving fund will 
be an open-end investment company, it will be prohibited 
by Section 18(f) of the Act from issuing any senior secu- 
rities, and an exemption from that section. pursuant to 
Section 6(c) of the Act is necessary. Moreover, since any 
conversion of Debentures during the 30 day period would 
be at a price per share other than the current offering 
price of the surviving fund, an exemption from Section 
22(d) of the Act pursuant to Section 6(c) is also neces- 
sary as Section 22(d) requires that the securities of a regis- 
tered investment company be sold to the public only at 
the current offering price described in the prospectus of 
the company. 


Sublease 
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Upon the effectiveness of the merger and pursuant to an 
Assignment and Assumption Agreement (‘‘Assignment’’) 
between Surveyor and Eberstadt M&D, Surveyor will 
assign to Eberstadt M&D its rights, and Eberstadt M&D 
will assume the obligations of Surveyor, under the In- 
denture of Sublease dated August 23, 1972 (‘‘Sublease”’) 
between Surveyor and Control Data Corporation. The 
Sublease provides for the rental of a portion of the 
twelfth floor of One State Street Plaza, New York, New 
York for a sixteen-year term. The basic annual rent is 
approximately $84,000 with rental payments beginning 
August 1, 1973. Since the space is unnecessary for the 
operation of the surviving fund, it was determined that 
the Sublease should not be included as a part of the 
merger transaction. Under the Assignment, Eberstadt 
M&D will assume liability for the rent and other obliga- 
tions of Surveyor under the Sublease. The surviving fund 
will remain contingently liable to pay such rentals and 
perform such obligations in the event of a default by 
Eberstadt M&D. It is anticipated that Eberstadt M&D will 
sublease the offices to an unaffiliated third party or 
parties. Pursuant to an agreement to be entered into be- 
tween Eberstadt and Eberstadt M&D, Eberstadt M&D will 
bear all losses resulting from any such arrangements; any 
profits realized by Eberstadt M&D will be paid over to 
the surviving fund. 


Eberstadt M&D presently acts as investment adviser of 
and distributor for Eberstadt, and therefore, is an affili- 
ated person of, and principal underwriter for Eberstadt 
within the meaning of the Act. Eberstadt M&D may be 
deemed to be participating, as principal, in the merger 
transaction with Eberstadt, because the assignment to 
Eberstadt M&D of the rights of Surveyor, and the 
assumption by Eberstadt M&D of the liabilities of Sur- 
veyor under the sublease are subject to the effectiveness 
of the merger and become operative simultaneously with 
the merger. Section 17(d) of the Act and Rule 17d-1 
thereunder, in the absence of Commission approval, pro- 
hibit an affiliated person of a registered investment com- 
pany, or an affiliated person of such person, from partic- 
ipating in a transaction in connection with a joint enter- 
prise or other joint arrangement in which such registered 
company is also a participant unless the Commission has 
granted an application filed pursuant to Rule 17d-1 regard- 
ing such participation. 


Shares issued in merger 


The exchange ratio to be applied in the proposed merger 
is similar to that employed in numerous combinations of 
investment companies. The adjustment to be made in the 
net asset values of Surveyor and Eberstadt is based on a 
practice which has evolved over a period of years in con- 
nection with the combination of investment companies and 
is designed to recognize the potential tax effect of the 
disproportion in realized and unrealized taxable capital 
gains and losses of the combining companies as well as 
other tax effects. The method of adjustment customarily 
used in connection with mergers of investment companies 
provides for an adjustment solely to the net assets of the 
non-surviving company. However, the exchange ratio in 
the proposed merger represents the average of the ratios 
derived by adjusting the net assets of Surveyor and Eber- 
stadt separately since application of the customary method 
produces different results depending on which fund sur- 














vives the merger. The adjustment utilized for the proposed 
merger more nearly reflects the fact that, although Eber- 
stadt will be the surviving legal entity, Surveyor will be 
the surviving accounting entity. According to Applicants, 
the proposed exchange ratio, including the tax adjust- 
ment, was arrived at by the parties after arms-length 
negotiations. The Boards of Directors of the two funds 
have determined that the exchange ratio is fair and that 
the granting of this exemption will facilitate the merger, 
with the resulting benefits to the stockholders of Eber- 
stadt and Surveyor. 


The shares of Eberstadt are currently offered to the pub- 
lic at prices consisting of the net asset value per share 
plus sales charges as described in Eberstadt’s prospectus. 
Therefore, in order to effectuate the proposed merger, an 
exemption from Section 22(d) of the Act pursuant to 
Section 6(c) is necessary. 


Applicants represent that the following factors support 
the granting of the requested exemptions described above: 


In determining whether to grant the request exemptions 
from Sections 18(f) and 22(d) pursuant to Section 6(c) 

of the Act, the Commission must decide if and to what 
extent such exemptions are necessary or appropriate in 

the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


Eberstadt and Surveyor have agreed that the Debentures 
should be redeemed to facilitate the proposed merger and 
in recognition of the prohibition of Section 18(f) of the 
Act against a registered open-end company issuing senior 
securities, except in connection with bank borrowings. 
The Board of Directors of Eberstadt has determined that 
the leverage represented by the Debentures would be con- 
trary to the existing investment policies of Eberstadt. 
They have also determined that the existence of such 
leverage would require the surviving fund, whose invest- 
ment objective will be long-term growth of capital, to 
invest in income-producing securities or otherwise make 
investment decisions based on the necessity of covering 
the interest on the Debentures rather than on the overall 
investment goals of its stockholders. The Indenture re- 
quires that Debenture holders be given notice 30 days 
before the redemption date. Because of the economic 
losses which Surveyor would incur if the Debentures were 
redeemed but the merger was not consummated, Surveyor 
has requested the Debentures be called upon the merger 
for redemption at a date 30 days after the effective date 
of the merger. Applicants contend that it is unlikely that 
the value of the stock receivable upon conversion of the 
Debentures will appreciate the one-third necessary to 
make such conversion economically attractive and equally 
unlikely, therefore, that any dilution will occur as to 
shares of the surviving fund due to Debenture holders 
converting their Debentures before the redemption date. 
The Eberstadt directors have concluded that the benefits 
of the proposed merger to that company’s stockholders, 
particularly the anticipated lower expense ratio and the 
greater economic viability of the surviving fund, outweigh 
the possibility of dilution resulting from the conversion 
of Debentures. 


Under Section 17(d) of the Act and Rule 17d-1 there- 


under, the Commission, in passing upon an application to 
permit an affiliated person of a registered investment com- 
pany to participate in a joint enterprise or joint arrange- 
ment in which such registered company is a participant, 
considers whether such participation is consistent with the 
provisions, policies and purposes of the Act and the ex- 
tent to which such participation is on a basis different 
from, or less advantageous than, that of other participants. 
Applicants represent that the Board of Directors of Eber- 
stadt has concluded that the surviving fund will have no 
use for the space at One State Street in New York and 
that the Sublease should not be included as a part of the 
liabilities being transferred to the surviving fund as a re- 
sult of the merger. Moreover, it is represented that the 
subleasing of such property to third parties by the surviv- 
ing fund may be deemed inconsistent with its stated 
investment objectives and policies, and that any rentals 
received from such subleasing would not be considered 
“qualifying income” under Section 851 of the Internal 
Revenue Code of 1954 (“Code’’) and might, in future 
years, jeopardize the status of the surviving fund as a 
“registered investment company” under the Code. The 
assumption by Eberstadt M&D of the obligation to pay 
rentals under the Sublease will relieve the surviving fund 
of a substantial primary liability, and thus facilitate the 
merger, with the consequent benefits to the stockholders 
of Surveyor and Eberstadt. Moreover, the terms of the 
assignment are, in effect, the same terms that Surveyor 
negotiated with Control Data Corporation in 1972 for the 
office space covered by the Sublease. Applicants contend 
that the terms upon which Eberstadt will participate in 
the merger are not less advantageous than those upon 
which Eberstadt M&D will participate. First, the Sublease 
is an unnecessary liability to the surviving fund. Second, 
the consideration to be paid by Eberstadt in connection 
with the merger — the shares to be issued for the assets 
to the acquired — will be determined by the relative net 
asset values of the funds pursuant to a formula based on 
the practice which has evolved over a period of years in 
connection with the combination of investment com- 
panies. Thus, the value given by Eberstadt for the assets 
to be acquired in the merger will not reflect the positive 
or negative value, if any, of the Sublease. Third, Eber- 
stadt M&D will bear fully any losses arising from the 
assignment and will pay over any profits to the surviving 
fund. 


NOTICE IS FURTHER GIVEN, that any interested per- 
son may, not later than September 5, 1973, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request and the 
issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Applicants at the addresses 
stated above. Proof of such service (by affidavit or in case 
of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. At any time after said 
date, as provided by Rule O-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of 
the application herein may be issued by the Commission 
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upon the basis of the information stated in said applica- 
tion, unless an order for hearing upon said application 
shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date 

of the hearing (if ordered) and any postponements thereof. 


The aforementioned notice period has been determined to 
be fair and reasonable in view of the fact that special 
meetings of the shareholders of Surveyor and Eberstadt 
have been called for September 7, 1973, for the purpose 
of voting upon the proposed merger which is scheduled 
to take effect on September 10, 1973. 


By the Commission. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7952/August 24, 1973 


In the Matter of 


TRANSATLANTIC FUND LIMITED 
Room 215 

20 Exchange Place 

New York, New York 

(811-1192) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On July 26, 1973, a notice was issued (Investment Act 
Release No. 7905) stating that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act 
of 1940 ("Act’’), to declare by order upon its own motion 
that Transatlantic Fund Limited (‘‘Fund’’) has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating reg- 
istration might be issued upon the basis of the informa- 
tion stated therein. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


This matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Transatlantic Fund Limited under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7953/August 24, 1973 
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In the Matter of 


FIRST DIVERSIFIED MUTUAL FUNDS, INC. 
475 Fifth Avenue 

New York, New York 10017 

(811-1910) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On July 26, 1973, a notice was issued (Investment Act 
Release No. 7906) stating that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act 
of 1940 (“Act”), to declare by order upon its own mo- 
tion that First Diversified Mutual Funds, Inc., (“Fund”) 
has ceased to be an investment company as defined in 
the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating reg- 
istration might be issued upon the basis of the informa- 
tion stated therein. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


This matter having been considered, it is found that 
Fund has ceased to be an investment company. Accord- 
ingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of First Diversified Mutual Funds, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7954/August 24, 1973 


In the Matter of 


RESIDEX CORPORATION 
Pennbrook Road, R.D. No. 1 
Fair Hills, New Jersey 07931 
(812-3459) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 3(b)(2) OF THE ACT FOR ORDER 
DECLARING THAT COMPANY IS NOT AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that Residex Corporation 


(‘Applicant’), a Delaware corporation, has filed an appli- 


cation pursuant to Section 3(b)(2) of the Investment 
Company Act of 1940 (“‘Act’’) for an order of the Com- 
mission declaring that Applicant is primarily engaged in a 
business or businesses other than that of investing, rein- 
vesting, owning, holding, or trading in securities. All in- 
terested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions made therein which are summarized below. 
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Applicant was incorporated on April 30, 1970, for the 
purpose of acquiring, by merger, the stock of Steel Crest 
Homes, Inc. (“Steel Crest’’). Steel Crest had been engaged 
in the home building and mortgage businesses prior to its 
merger with Applicant on July 6, 1970. On March 1, 
1971, Applicant acquired Clayton Industries, Inc. (““Clay- 
ton’’) expanding Applicant’s home building business and 
allowing it to also engage in the businesses of building 
waste and water systems and commercial construction. 
On May 1, 1972, Atlantic Residex Corporation (‘‘Atlant- 
ic’), a wholly-owned subsidiary of Applicant merged with 
Streeper Karr III, Inc., which allowed Applicant to ex- 
pand further in the areas of residential and commercial 
construction and community development. Prior to its 
recent acquisition of 45% of the voting shares of Co- 
Build Companies Inc. (’’Co-Build’”’), pursuant to a tender 
offer and purchases made under separate agreement, 
Applicant, together with Atlantic, was engaged in the 
business of construction of waste and water systems, 
primarily in Southern New Jersey and Florida, and in the 
business of residential and commercial construction and 
community development in Pennsylvania and New Jersey. 
Co-Build is engaged in the development of communities, 
primarily in the Virgin tsiands and New Jersey, and in the 
construction of homes in such communities. Applicant 
represents that except for temporarily investments of 
available cash proceeds in commercial paper and its pres- 
ent ownerships of Co-Build’s shares, it has not owned nor 
has proposed to acquire investment securities. 


Applicant’s total assets (exclusive of Government securities 
and cash items) were $8,609.395 on an unconsolidated 
basis as of April 30, 1973. If this figure were adjusted to 
$15,346,895 to reflect Applicant’s subsequent acquisition 
on May 4 of 1,100,000 Co-Build shares worth $6,737,500 
on April 30, such shares would represent 43.9% of Ap- 
plicant’s total assets. 


Section 3(a)(3) of the Act defines an investment company 
as any issuer which is engaged, or proposes to engage, in 
the business of investing, reinvesting, owning, holding, or 
trading in securities, and owns or proposes to acquire 
investment securities having a value exceeding 40 per 
centum of the value of such issuer’s total assets (exclu- 
sive of Government securities and cash items) on an un- 
consolidated basis. 


Because the value of the Co-Build shares held by Appli- 
cant is in excess of 40% of the value of Applicant's total 
assets (excluding cash items and Government securities) 
on an unconsolidated basis, Applicant is an investment 
company within the definition set forth in Section 
3(a)(3) of the Act. 


Section 3(b)(2) of the Act, however, excepts from the de- 
finition of an investment company any issuer which the 
Commission finds and by order declares to be primarily 
engaged in a business or businesses other than that of 
investing, reinvesting, owning, holding, or trading in 
securities, either directly or (a) through majority-owned 
subsidiaries or (b) through controlled companies conduct- 
ing similar types of businesses. 


Applicant contends that it is entitled to an order of ex- 
emption under Section 3(b)(2) of the Act based upon its 
non-investment activities in its wholly-owned subsidiaries, 


and its activities in Co-Build. Applicant respectfully re- 
quests that the Commission find Applicant to be primarily 
engaged in a business or businesses other than that of 
investing, reinvesting, owning, holding, or trading in secu 
rities and that Applicant is not an investment company. 


Applicant assets that no part of its income has ever been 
derived from investment securities except in connection 
with temporary investment in commercial paper in 1970. 
Co-Build has never paid cash dividends since its incorpora 
tion in 1964, and Applicant states that it has no present 
intention of causing Co-Build to pay dividends. Applicant 
represents that its intention is to merge Co-Build into a 
wholly-owned subsidiary, if such a merger is feasible. All 
of Applicant’s employees devote all their time to Appli- 
cant’s operating businesses, and Applicant has never em- 
ployed a securities analys*. 


Applicant contends that it controls Co-Build by virtue of 
its ownership of 45% of Co-Build’s voting securities. 
Applicant also has an irrevocable proxy, until March 31, 
1974, to vote an additional 12% of Co-Build’s voting 
securities. Six of Applicant’s directors are also members 
of the board of directors of Co-Build. Applicant asserts 
that through its power to vote more than a majority of 
the voting securities of Co-Build it can elect all the di- 
rectors of Co-Build. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 18, 1973, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. At any time after 
said date, as provided by Rule O-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the application herein may be issued by the Commission 
upon the basis of the information stated in said applica- 
tion, unless an order for hearing upon said application 
shall be issued upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive notice of 
further developments in the matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7955/August 24, 1973 


See Securities Act Release No. 5416/August 24, 1973. 
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INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 389/August 23, 1973 


Admin. Proc. File No. 3-4328 
In the Matter of 


COMPUTER CONSULTANTS, INC. 
Albuquerque, New Mexico 
(801-8935) 


MARTIN J. WALL 
ELIZABETH L. WALL 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these proceedings under the Investment Advisers and 
Securities Exchange Acts, Computer Consultants, Inc. 
(‘registrant’), a registered investment adviser, Martin J. 
Wall, registrant’s president, and Elizabeth L. Wall, its 
secretary-treasurer, have submitted an offer of settlement. 
Solely for the purpose of settling these proceedings, and 
without admitting or denying the allegations in the order 
for proceedings, respondents consent to findings consis- 
tent with those allegations and to the imposition of cer- 
tain sanctions. 


On its staff's recommendation, the Commission hereby 
accepts the offer. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that: 


1. During the period from about April 1, 1971 to Febru- 
ary 2, 1973, respondents willfully violated Sections 5(a) 
and 5(c) of the Securities Act in that they offered, sold 
and delivered unregistered common stock of registrant. 


2. During the same period, respondents willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder in that, in 
the offer and sale of registrant’s stock, they made ma- 
terial misstatements to the effect that the stock being 
sold would be issued directly by registrant when in fact 
it was owned by the Walls; that investors would be able 
to sell their stock publicly after registrant filed a registra- 
tion statement, when in fact the statement, as filed, did 
not cover shares held by existing shareholders; that Com- 
puter was a new company with no operating history, 
when in fact Computer had operated for six years with a 
loss each year; and that, when Computer's registration 
statement became effective, investors would be able to 
sell their stock, for which they had paid $2.25 per share, 
for $6 to $8 per share in the over-the-counter market. 


3. On February 2, 1973, the United States District Court 
for the District of Montana permanently enjoined re- 
spondents, with their consent and without their admitting 
or denying the allegations of the Commission’s complaint, 
from further violations of the registration, anti-fraud and 
reporting provisions of the federal securities laws. 


The offer of settlement provides that registrant's invest- 
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ment adviser registration may ‘be suspended for a period 
of 30 days, and that registrant will take appropriate steps 
to effect prompt withdrawal of that registration. The 
offer further provides that Martin and Elizabeth Wall may 
each be suspended for 30 business days from association 
with any investment adviser. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, 1T |S ORDERED that the registration as an 
investment adviser of Computer Consultants, Inc. be, and 


it hereby is, suspended for a period of 30 days; that Com- 


puter Consultants, Inc. take appropriate steps to effect 
prompt withdrawal of that registration; and that Martin 
J. Wall and Elizabeth L. Wall be, and they hereby are, 
suspended from being associated with any investment 
adviser for a period of 30 business days. 


For the Commission, by the Office of Opinions and Re- 
view, Pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The findings herein are not binding on any other re- 
spondent in these proceedings. 


2Civil Action File No. 2269. 
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LITIGATION 





Litigation Release No. 6025/August 20, 1973 


SEC v. AMERICAN ASSOCIATED SYSTEMS, INC., 
et al., Robert Edwin Lee (U.S.C.A./6th Cir.) 


The Securities and Exchange Commission announced that 
the United States Court of Appeals for the Sixth Circuit, 
on July 31, 1973, affirmed per curiam the decision of the 
United States District Court for the Eastern District of 
Kentucky, permanently enjoining Robert E. Lee from 
further violations of the anti-fraud provisions of the Secu- 
rities Act of 1933 and the Securities Exchange Act of 
1934. Mr. Lee had been enjoined in connection with his 
activities with respect to American Associated Systems 
and related companies. 


For further information see Litigation Release No. 4929 
(March 3, 1971). 





Litigation Release No. 6026/August 20, 1973 


SEC v. AADAN CORPORATION (C.D. Ca. Civ. No. 
73-1760-F) 


Gerald E. Boltz, Administrator of the Los®Angeles Re- 


_ gional Office and Jule B. Greene, Administrator of the 


Atlanta Regional Office of the Securities and Exchange 
Commission, today announced that.on August 14, 1973; 
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on the Commission’s complaint, Honorable William Mat- 
thew Byrne, Jr., United States District Judge for the 
Central District of California, at Los Angeles, entered an 
order against Aadan Corporation, a Colorado corporation 
with offices in Anaheim, California, and Delbert A. Free- 
man, Aadan’s former president (now a vice president), 
permanently enjoining them from further violations of 
anti-fraud provisions of the Securities Act of 19733 and 
the Securities Exchange Act of 1934, and from violations 
of the securities registration requirements of the Securities 
Act of 1933. The order also permanently enjoins Aadan 
from fruther violations of the periodic reporting require- 
ments of the Securities Exchange Act of 1934, enjoins 
Freeman from aiding and abetting such violations and 
orders that Aadan file forthwith its annual report for the 
year ended December 31, 1972. The defendants, without 
admitting or denying the allegatioins of the complaint, 
consented to entry of the order. 


For further information see Securities Exchange Act Re- 
leases 10049 and 10322. 





Litigation Release No. 6027/August 20, 1973 
SEC v. NEIL BUCHANAN (W.D. Wn.) 


Jack H. Bookey, Administrator of the Seattle Regional 

Office of the Securities and Exchange Commission, an- 

nounced today that the Honorable William N. Goodwin, 
United States District Judge for the Western District of 
Washington, in Tacoma, Washington, entered on August 
13, 1973 an order of permanent injunction against Neil 
Buchanan of Tacoma, Washington. 


The order, to which Buchanan consented, enjoins him 
from further violations of Sections 5 (registration) and 
17 (anti-fraud) of the Securities Act of 1933 and Section 
10(b) and Rule 10b-5 thereunder of the Securities Ex- 
change Act of 1934, in connection with the offer and 
sale of any securities of any issuer, including, but not 
limited to the common stock of Air Pacific Airlines, Inc., 
Airline Development Corporation, and West Pacific Air- 
lines, Inc., and the pre-incorporation stock subscription 
agreements of W.P.A., Inc. 


The complaint alleged that defendant Buchanan, himself, 
and in concert with other persons, offered and sold the 
securities of Air Pacific Airlines, Inc., Airline Develop- 
ment Corporation, West Pacific Airlines, Inc. and W.P.A., 
Inc., all Washington corporations, in violations of Section 
5 (registration) and Section 17 (anti-fraud) of the Securi- 


ties Act of 1933, and Section 10(b) and Rule 10b-5 there- 


under of the Securities Exchange Act of 1934 during the 
period from July, 1969 to the date of the compiaint. 


For further details, see Litigation Release No. 5562. 





Litigation Release No. 6028/August 22, 1973 
SEC v. PRUDENTIAL INVESTMENT CO. (formerly 


} TS! FINANCIAL)(C.D. Ca. Civil Action No. 73-1729- 


WMB) 


Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office of the Securities and Exchange Commission, 
today announced that on August 15, 1973 the Honorable 
William Matthew Byrne, Jr., United States District Judge 
for the Central District of California, at Los Angeles, 
issued an order against Prudential Investment Co., former- 
ly known as TSI Financial, and Philip Gardner permanent- 
ly enjoining them from violations of the anti-fraud provi- 
sions of the Securities Act of 1933 and the Securities Ex- 
change Act of 1934. Prudential Investment Co. is a real 
estate syndication firm headquartered in Century City, 
California, and Philip Gardner of Hidden Hills, California, 
is its president. 


The Commission’s complaint, filed on July 26, 1973, 
alleged that the defendants violated the anti-fraud provi- 
sions of the federal securities laws in the offer and sale: 
of real estate limited partnership or syndication interests. 
According to the Commission’s complaint Prudential In- 
vestment Co. has been in the business of organizing and 
promoting real estate syndications, acting as general part- 
ner and selling limited partnership interests in these syn- 
dications to investors as tax shelter investments. 


The Commission’s complaint alleged that the defendants 
failed to disclose material compensation in the form of 
markups and commissions to themselves in promoting 
these syndications. 


It alleged the defendants misrepresented the value of the 
real property sold to these investors by using misleading 
appraisals and projections, failed to disclose the bases for 
these appraisals and projections, misrepresented the tax 
advantages to investors and failed to disclose the uncer- 
tainty of the projected tax shelter to these investors. 


The defendants consented to the order without admitting 
or denying the allegations in the Commission’s complaint. 





Litigation Release No. 6029/August 22, 1973 


William D. Moran, Regional Administrator, of the New 
York Regional Office of the Securities and Exchange 
Commission, announced today that on August 6, 1973 
the Commission filed a Complaint in the U.S. District 
Court in New York City charging Memme & Co., Inc., a 
broker-dealer located at 99 Wall Street, New York, New 
York and Robert Barry McDowell, its president, Jules 
Bean, its vice-president, John Charles Fina, its vice-presi- 
dent and James John Masiello, its majority shareholder, 
with violating and aiding and abetting violations of the 
Commission’s net capital, books and records, and supple- 
mental reporting requirements under Sections 15(c) and 
17(a) of the Securities Exchange Act of 1934, and Rules 
15c3-1, 17a-3, 17a-4 and 17a-11 thereunder. In its Com- 
plaint the Commission requested a preliminary and perma- 
nent injunction enjoining the defendants from further vio- 
lations of these provisions, and a temporary receiver to 
determine if a trustee should be appointed pursuant to 
the Securities Investor Protection Act of 1970 or, if 
necessary, to liquidate Memme & Co., Inc. 


On August 14, 1973 Judge Robert L. Carter appointed 
Charles Stillman of the firm of Morrison, Paul, Stillman 
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& Bailey, located at 110 E. 59th Street, New York, New 
York as Temporary Receiver. On the same day Judge 
Carter issued a preliminary injunction enjoining the de- 
fendants as requested by the Commission. 


The National Association of Securities Dealers, Inc. of 
New York City assisted the Commission in its investiga- 
tion leading to the filing of its Complaint. 





Litigation Release No. 6030/August 22, 1973 
SEC v. KLEE & COMPANY, INC. (N.D. Ohio) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, today 
announced that on the Commission’s Complaint alleging 
“net capital violations” the Honorable Robert B. Krupan- 
sky, United States District Judge for the Northern Dis- 
trict of Ohio, Eastern Division, at Cleveland, entered an 
order on August 10, 1973 appointing a temporary re- 
ceiver to take charge of the assets of Klee & Company, 
Inc. until such time as the Securities Investor Protection 
Corporation determines to execute its authority in the 
matter. 


The defendant, Klee & Company, Inc., without admitting 
or denying the allegations of the Complaint filed herein 
on August 10, 1973, consented to the entry of said 
order appointing a receiver. 





Litigation Release No. 6031/August 22, 1973 


U.S. v. CHARLES E. GRAHAM, JR. and EDWARD 
HENRY ASHDOWN (W.D. Tex.) 


William S. Sessions, United States Attorney for the 
Western District of Texas, and the Denver Regional 
Office of the Securities and Exchange Commission, 
announced that on August 14, 1973 the Honorable John 
H. Wood, Jr., United States District Court Judge for the 
Western District of Texas, sentenced Charles E. Graham, 
Jr. of Austin, Texas, formerly of El Paso, Texas, to ten 
years in prison, and sentenced Edward Henry Ashdown 
of Los Angeles, California, to seven years in prison after 
a Federal Jury sitting in the United States District Court 
in El Paso, Texas, found Graham and Ashdown guilty of 
seven counts of violating the anti-fraud provisions of the 
Securities Act of 1933 and three counts of mail fraud on 
June 14, 1973. 


The indictment had charged Graham and Ashdown with 
engaging in a scheme to defraud involving the common 
stock of Mountain States Development Company, a Utah 
corporation with offices in Salt Lake City, Utah, El Paso, 
Texas, and Los Angeles, California, during the period 
January 1, 1967 through December 31, 1968. 


Mountain States Development Company had traded on 
the Intermountain Stock Exchange, formerly known as 
the Salt Lake Stock Exchange, at the time the defendants 
engaged in the scheme. 
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For further details, see Litigation Release No. 5839 dated 
April 9, 1973. 








Litigation Release No. 6032/August 22, 1973 


SEC v. FIRST U.S. CORPORATION, et al. (United Stat=s 
District Court for the Western District of Tennessee) 


The Securities and Exchange Commission today announcec 
the filing of a complaint in the United States District 
Court for the Western District of Tennessee seeking a pre 
liminary and permanent injunction against First U.S. Cor 
poration, a Tennessee corporation, Martha K. Mize, John 
David Michael, Bertsil L. Smith, Ronnie K. Tacker and 
Charles Dean Benge, from engaging in further violations 
of certain anti-fraud provisions of the federal securities 
laws, Section 17(a) of the Securities Act of 1933 and Sec 
tion 10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder in connection with transactions in 
municipal bonds. The Commission’s complaint alleges thai 
the defendants engaged in a scheme whereby they pur- 
chased and sold bonds to customers at prices not reason- 
ably related to the current market price for such securities 
and that the defendants engaged in churning and other 
fraudulent conduct in de facto discretionary accounts. As 
part of the alleged practice, the complaint states that the 
defendants engaged in transactions with a 70 year old 
widow and in connection therewith induced the customer 
to engage in over 200 securities transactions between the 
dates of February 1971 and December 1972 totalling 
nearly $1 million which were excessive in size and fre- 
quency in view of the financial resources and character of 
such account, and were designed to and did benefit the 
defendants and not such account. 





The complaint further alleges the defendants engaged in 
“reverse trading” with customers by, among other things, 
offering to sell and selling securities to such customers at 
a price below the then current market price in order to 
deceive such customers into believing that they were pur- 
chasing the bonds at an attractive price, and simultaneous- 
ly purchasing securities from the same customers at a 
price unreasonably below the then current market price, 
thereby deriving a substantial profit from the transac- 
tion, all without disclosing to such customers that they 
were engaged in ‘‘reverse trading.” 


The Commission’s complaint also seeks certain ancillary 
relief including disgorgement of illegal monetary gains. 


The Securities and Exchange Commission announced to- 
day that on August 22, 1973, the Commission filed a 
complaint in the United States District Court for the 
Western District of Tennessee seeking a preliminary and 
permanent injunction against First U.S. Corporation, a 
Tennessee municipal bond dealer, Martha Mize, John 
Michael, Bertsil L. Smith, Ronnie K. Tacker and Charles 
Dean Benge from further violations of Section 17(a) of 
the Securities Act of 1933 and Section 10(b) of the Secu- 
rities Exchange Act of 1934 and Rule 10b-5 thereunder. 


_The complaint alleges the violative conduct included ex- 


cessive mark-ups and mark-downs, churning and ‘‘reverse 
trading.”’ It was alleged that the defendants engaged in 
“reverse trading” by selling bonds to a customer at a 
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price which was slightly below the then current market 
price, and by simultaneously purchasing bonds from the 
sainé Customer at a price substantially below the then cur- 
‘ent market price, thereby deriving a substantial profit 
from the transaction, all without disclosing to such cus- 
omers that they were engaged in ‘‘reverse trading.” 





Litigation Release No. 6033/August 22, 1973 


SEC v. DATRONICS ENGINEERS, INC., et al. (C.A. 4) 
“he Securities and Exchange Commission announced tinat 
tre United States Court of Appeals for the Fourth Cir- 
cuit on July 27, 1973, reversed a decision by the United 
States District Court for the District of Maryland which 
‘iad denied a Commission motion for preliminary injunc 
tien and had granted summary judgment in favor of de- 
‘endants Datronics Engineers, Inc. (“‘Datronics’’), Jon 

T. Gauthier, former president and board chairman ot 
Yatronics, Syiman |. Euzent, former Secretary of and 
egal counsel to Datronics, Irving Newirth, who was a 
finder on behalf of Datronics, and Multi-Media Enginee:- 
ing, Inc. (‘Multi-Media’), Compu-Reader, Inc. (‘““Comou 
Reader’’), Data-Call Systems, Inc. (‘“Data-Call’’) and 
Hosco, Inc. (““Hosco”’), all of which had been subsidiary 
companies of Datronics. The court of appeals held that 
the registration provisions of the Securities Act of 1933 
nad been violated in the spin-off distribution by Datronics 
to its shareholders of stock of nine non-public companies, 
including Multi-Media, Compu-Reader, Data-Call and 
Hosco. The court found that the spin-off distributions 
which resulted in public trading in the spun-off stock and 
which were effected with no independent business pur- 
pose but rather solely for the purpose of creating trading 
markets in the stock of these companies—involved ‘‘sales”’ 
vithin the meaning of the Securities Act and were re- 
quired to be registered with the Commission. 


The court also held that the defendants violated the anti- 
fraud provisions of the Securities Exchange Act of 1934 
by disseminating false and misleading information in con- 
nection with the spin-offs. Finally, the court found that 
the nature and extent of the violations, including the 
number and magnitude of the unregistered distributions, 
warranted the grant of an injunction to prevent recur 
rences, and accordingly directed that a preliminary in 
junction be entered. 





Litigation Release No. 6034/August 23, 1973 


SEC v. FINANCIAL METHODS, INC. (D. Minn. Civil 
Action No. 4-73 365) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, 
announced that on August 17, 1973, The Honorable Miles 
W. Lord, Federal Judge in Minneapolis, Minnesota, 
entered an order permanently enjoining Financial Meth- 
ods, Inc., a registered broker-dealer of Minneapolis, from 


y further violations of the Commission's net capital require- 


ments. The defendant consented to the entry of the 
order without admitting or denying the allegations 


in the Commission’s complaint. 


For further information see Litigation Release Nos. 
5987 and 6006. 





Litigation Release No. 6035/August 23, 1973 


SEC v. GLEN-ARDEN COMMODITIES, INC. formerly 
known as Milbank Trading Co. of Conn. Inc., et al. 
(E.D NY) 


William D. Moran, Administrator of the Commission's 
New York Regional Office, announced today that on 
August 23, 1973 the Commission filed a Complaint in 
the U.S. District Court for the Eastern District of New 
York seeking to enjoin the following nine defendants from 
further violations of Sections 5(a), 5(c) (registration pro- 
visions) and 17(a) of the Securities Act of 1933 and Sec- 
tion 10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 (anti-fraud provisions) thereunder in connec- 
tion with the sale of Scotch Whiskey Investment Con- 
tracts: 


Glen-Arden Commodities, Inc. formerly known as 
Milbank Trading Co. of Conn., Inc., Greenwich, Conn. 

Milbank Trading Co., Inc., Bayside, New York 

Albert J. Deeb, Bethpage, L. |., New York 

Joseph Lamonica, Huntington, New York 

Philip Weinstein, Wantagh, New York 

Charles Loffman, Levittown, New York 

David Losey, Springfield, Virginia 

Patricia Galioto, Bayside, New York 

David Loeb of Stanford, Conn. 


The Complaint also seeks to enjoin defendants Glen-Arden 
and Milbank from further violations of Sections 15(a) 

and 15(b) of the Securities Exchange Act of 1934 
(broker-dealer registration provisions). 


The Commission's papers alleged that the defendants sold 
investment contracts without having complied with the 
registration requirements of the Securities Act. These in- 
vestment contracts, namely, Whiskey Warehouse Receipts, 
are alleged to consist of a package including Scotch 
Grain Whiskey and coverage of storage, insurance and 
certain other services including periodic market reports, 
investment guidance and resale assistance. It is also 
alleged that defendants Glen-Arden and Milbank in the 
course of their sales acted in the capacity of broker- 
dealers without having registered as such with the Com- 
mission pursuant to the requirements of the Exchange 
Act. 


The Complaint further alleged that in the sale of these 
securities the defendants made untrue statements of ma- 
terial facts and omitted to state material facts necessary 
to make the statements made not misleading to purchasers 
and prospective purchasers of said securities. Among the 
untrue statements that it is alleged the defendants made 
were statements that there was virtually no financial risk 
involved in investing in the defendants’ scotch whiskey; 
that investments in Scotch Whiskey always appreciated in 
value with age; that if held for a period of approximately 
four years an investment in said Scotch Whiskey would 
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provide a return of approximately 100%; that the invest- 
ment would be completely insured against fraud or loss; 
and that the sales had been approved by the Securities 
and Exchange Commission. Included among the material 
facts not disclosed were the facts that: there are sub- 
stantial risks involved in any investment in Scotch Whis- 
key; that in fact there had been a considerable over- 
production of Scotch Grain Whiskey in the mid and late 
1960's and that consequently Scotch Whiskey invest- 
ments in many instances had depreciated rather than 
appreciated in value; that the defendants were selling 
their investment contracts at approximately twice the 
price they were being sold for in Great Britain; that de- 
fendants’ sales of Scotch Whiskey might subject the 
respective investors to certain permit and liquor taxes; 
and that the defendants failed, despite representations to 
the contrary, to resell many of their customer invest- 
ments and that accordingly, many investors had lost sub- 
stantial amounts of money. 





Litigation Release No. 6036/August 24, 1973 


U.S. v. JOEL KLINE, et al. 
(D.D.C., Criminal No. 396-73) 


William R. Schief, Administrator of the Washington Re- 
gional Office of the Securities and Exchange Commission 
(SEC) and Harold H. Titus, Jr., United States Attorney 
for the District of Columbia, today announced that on 
August 21, 1973 before the Honorable George L. Hart, 
Jr., United States District Court Judge for the District of 
Columbia, Eric Adolph Baer pleaded guilty to one count 
of conspiracy to obstruct justice. 


The indictment in this matter charged, among other 
things, that Baer conspired with other defendants to 
commit perjury, tamper with and influence witnesses and 
to conceal and destroy evidence relevant to an investiga- 
tion being conducted by the SEC. Among other matters, 
the SEC investigation concerned possible manipulation of 
the over-the-counter market prices for several companies 
promoted by Joel Kline and Baer. Baer was also charged 
with nine perjury counts which were dismissed after his 
plea of guilty to one count of conspiracy to obstruct 
justice. 


A date for sentencing has not been set. 


For further information see Litigation Release Nos. 
5889 and 6016. 





Litigation Release No. 6037/August 24, 1973 


SEC v. THOMAS ROAD BAPTIST CHURCH, et al. 
(W.D. Va.) 


William R. Schief, Administrator of the Washington Re- 
gional Office of the Securities and.Exchange Commission, 
announced that on August 15, 1973, Judge James C. 
Turk of the United States District Court for the Western 
District of Virginia at Lynchburg, entered an order perm- 
anently enjoining Andy F. Hardy of Nashville, Tennessee, 
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from violations of the anti-fraud provisions of the Secu- 
rities Act of 1933 and the Securities Exchange Act of 
1934 in connection with the offer and sale of the securi- 
ties of the Thomas Road Baptist Church or any other 
securities. Hardy consented to the entry of this order 
without admitting or denying the allegations of the Com- 
plaint. Hardy is an officer of another defendant, Co- . 
operative Church Finance, Inc., which was previously en- 
joined by Judge Turk as well as the other defendants, 
Thomas Road Baptist Church and Joe H. West, on 
August 10, 1973. 


The Commission’s Complaint filed in this action alleged 
that from on or about October 1972 to at least April 
1973, Thomas Road Baptist Church and its underwriter, 
Cooperative Church Finance, Inc., Joe H. West, and Andy 
F.. Hardy, principals of the underwriter, offered and sold 
over $1.3 million of mortgage bonds of Thomas Road 
Baptist Church employing an “offering circular” which 
was materially false and misleading primarily relating to 
the financial condition of the Thomas Road Baptist 
Church, including its current assets and current liabilities 
and its ability to pay its obligations as they become due 
and payable. At present, all of these securities are out- 
standing. 


For further information, see Litigation Release No. 6019. 





Litigation Release No. 6038/August 24, 1973 


John !. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on August 17, 1973 the Commission filed a 
complaint for injunction in the United States District Court 
at Minneapolis, seeking to enjoin Bio-Medicus, Inc. (Bio), 
Harold D. Kletchka, President.and director of Bio; Douglas 
A. Olsen, Vice President and director of Bio; and Edson 
Howard Rafferty, Vice President and director of Bio, from 
further violations of the registration provisions of the In- 
vestment Company Act of 1940 and the anti-fraud provi- 
sions of the federal securities laws in the offer and sale of 
the common stock of Bio. The complaint also seeks the 
appointment by the Court of a receiver for the assets of 
Bio. The Commission alleged in its complaint that Bio, 
from on or about September of 1972 to the present, has 
been and is an investment company as that term is defined 
by the Investment Company Act of 1940 (1940 Act) and 
further that Bio has been and is in violation of the registra- 
tion provisions of the 1940 Act since the time it became an 
investment company. 


The complaint further alleged that in the offer and sale of 
the common stock of Bio, the defendants made material 
misstatements and omitted to state material facts to pur- 
chasers and prospective purchasers, concerning, among 
other things, the principal business activity in which Bio 
would be engaged, and the use and application of the pro- 
ceeds from the sale of Bio’s stock. 











ACCOUNTING SERIES 





Accounting Series Rel. No. 146/August 24, 1973 
See Securities Act Rel. No. 5416/August 24, 1973. 
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